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1 
 
Abstract 
 
 
Behavioural finance literature argues that behavioural biases affect an individual’s decision 
making. This research delves deeper into such behavioural biases (also known as mental or 
psychological biases) and explores how individuals’ financial decisions are affected. Using 
surveys and quantitative models, this research aims to identify whether or not Australian 
financial planners are prone to behavioural biases. Financial planning can be defined as a 
strategy that helps an individual meet financial goals through streamlined channels of 
budgeting, risk profiling, gaining an understanding of personal needs and considering life’s 
priorities. Planning of finances has become an important aspect in today’s complex world 
where uncertainty is a part of life. 
 
This thesis attempts to increase academic and industry awareness of behavioural biases in the 
area of financial planning. When we combine the existing literature with recent events, such 
as advancements in industry regulations, changes in the Australian superannuation system, 
and the global financial crisis, a fertile research ground emerges which allows us to document 
new practices in financial planning. Data is collected through interviews with 10 financial 
planners and a survey of 162 Australian financial planners to document their approaches in 
regards to retirement planning, superannuation, insurance and investments. This research 
takes into consideration four behavioural biases: overconfidence, self-serving, loss aversion 
and representativeness. Understanding these biases and their implications in decision making 
in financial planning will have a direct impact on the advice that financial planners provide to 
their clients. This thesis also reports how fundamental factors such as gender, age, income, 
marital status, residency status, education and type of organisation play a pivotal role in the 
financial planning processes.  
 
It is also important to note that behavioural biases are not necessarily bad attributes to have 
since they have the potential to enhance decisions in certain areas. For instance, our results 
suggest that self-serving financial planners show a high preference for tax and property 
investments. This can be useful to their clients as they will be aware of the tax treatment on 
their investments and will also help to enhance property investments for clients. Similarly, 
loss aversion bias tends to have a high preference for insurance purchase. This reflects their 
awareness of risk and future uncertainties. Our findings are of great importance to the 
financial planning industry which caters to the financial needs of all Australians. 
 
Taking into account all of these factors, we propose a profile of a competent financial planner. 
Our results show that, regardless of fundamental characteristics and behavioural biases of 
financial planners, they tend to provide sound financial advice. 
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CHAPTER 1: INTRODUCTION 
 
 
 
1.1 Background 
The Efficient Market Hypothesis (EMH) assumes that financial markets are rational in 
their approach to take decisions but recent empirical evidence finds an incongruity in 
this theory in the form of irrational behaviour. One of the gaps in traditional finance 
theories such as EMH is the failure to properly account for the role of psychology in 
finance—leading to the emergence of another field of study popularly known as 
behavioural finance. This research delves deeper into four behavioural biases and 
explores the influence of these biases on financial planners’ decisions. The first part of 
the research explores whether or not Australian financial planners are prone to these 
biases and how cognitive psychology and heuristics-driven mental biases affect their 
financial decisions. It focuses on an in-depth understanding of these biases and 
includes studies of fundamental factors such as age, education, income, gender and 
marital status to further add clarity in understanding the behavioural biases. The 
research includes a detailed study of four significant biases, namely, self-serving, 
overconfidence, loss aversion and representativeness bias. These four biases have been 
significantly studied across the world but there has not been enough research done in 
the area of Australian financial planning. Empirical research in psychology shows that 
overconfidence bias occurs when people tend to overestimate their knowledge, relying 
on private information and preferring to use forecasting models. Representativeness 
bias explains an individual’s tendency to follow a particular trend and can also create a 
habit of extrapolation expectation. Similarly, other two biases (self serving and loss 
aversion bias) may lead to suboptimal investment levels, excessive risk tolerance and 
higher debt levels. The second part of the study focuses on the consequences of these 
biases on four major areas of financial planning, specifically, retirement planning, 
superannuation, insurance and investments. Financial planning as a profession is 
undergoing remarkable changes where client needs are a priority. This research 
incorporates the latest amendments to the rules and regulations in this area. Recent 
changes such as Future of Financial Advice (FOFA) reforms and ASIC guidelines are 
deeply studied in order to gain a better understanding of their effects. This research 
proceeds with a discussion of related literature and subsequent sections deal with the 
survey and quantitative models used to understand the effect of the biases under study. 
We then report the findings of our study which will help financial planners in their 
financial decision making process, allowing us to create the profile of a good financial 
planner. 
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1.2 Motivation and Research Questions 
With the development and introduction of financial products, we find that individuals 
find it difficult to understand these innovations, giving rising to the need to consult 
with financial advisers. The financial planning industry has grown from selling 
insurance products to providing advice in other complex areas such as investments and 
superannuation. Society depends heavily on these experts and any mistakes that they 
commit can have a drastic influence on an individuals’ future. However, the mistakes 
committed by financial planners are not well documented. The motivation for this 
research is to examine the theory and practices of financial planners in Australia and to 
identify whether Australian financial planners are prone to behavioural biases. We 
observe that the effects of fundamental characteristics and behavioural aspects of 
financial planners have been neglected in the literature. Consequently, this study 
documents how four behavioural biases and seven fundamental characteristics affect 
the decision making process of financial advisors in four areas (retirement planning, 
superannuation, insurance and investment). The findings of this study will help to 
improve the quality of financial decision making and the advisory capabilities of 
financial planners.  
 
1.3 Approach and Methodology 
Our approach is to use survey methodology and quantitative techniques to address the 
issues mentioned above. Prior to designing the survey questionnaire, we conducted 
expert interviews with financial planners as well as experts from academia who work 
in a similar area of research. The first version of the questionnaire was then pilot tested 
among experienced people in the field. We then developed subsequent versions of the 
questionnaire. The final questionnaire was sent to 1,019 financial planners across 
Australia wherein the majority of planners are members of the Financial Planning 
Association of Australia (FPA), the largest professional organisation for the financial 
planning community in Australia. We also used the Yellow Pages and the internet to 
obtain financial planners’ contact details. Financial planners were given the option of 
using an online questionnaire. We use statistical techniques to evaluate the data 
collected and an ordinal regression econometrics model was used as a robustness test. 
It should be noted that the same methodology applies to all of the empirical chapters. 
 
1.4 Thesis Contributions 
This research makes the following contributions in the empirical chapters. Chapter 4 
empirically reports the various factors that financial planners find important in their 
decision making process (advice) for their clients. (Please note that the terms 
‘client/investor’ in this thesis refers to the client of financial planners). In particular, it 
describes and analyses a range of factors (macroeconomic dynamics, risk, taxation, 
funds management, contribution caps and many others) that affect the three areas of 
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financial planning, namely, retirement planning, superannuation and insurance. It 
should be noted that the section on investments was designed to capture behavioural 
biases and the questions were asked in such a manner that respondents would not be 
able to identify the questions as a measure of behavioural biases. One of the unique 
contributions of this chapter is that it identifies the fees that financial planners believe 
are important (advisory, administrative and insurance fees) and those that are not 
necessary (annuity, investment switching and termination fees). Our findings on fees 
analysis were used at the Australian Centre for Financial Studies-Financial System 
Inquiry Academic Roundtable to comment on the type of fees that are justifiable in the 
Australian context. The Financial System Inquiry panel was also interested in the 
findings around the MySuper product. 
 
Chapter 5 examines how the fundamental characteristics of financial advisors affect 
financial planning decisions. Inspired by the work of Ramiah, Zhao, Moosa and 
Graham (2015) and Ramiah, Zhao and Moosa (2014) on how the fundamental 
characteristics of corporate treasurers affect working capital management, Chapter 5 
explores how fundamental factors such as gender, age, income level, marital status, 
residency status, education and type of organisation affect decision making in 
retirement planning, superannuation and insurance. For example, we test whether 
advice given by female financial planners is different from the advice given by male 
financial planners when it comes to retirement planning, superannuation and insurance. 
Our results show that females tend to be more risk averse in that they prefer more 
insurance. To the best of our knowledge, this is the first study that attempts to capture 
such difference across financial advisors. One of the major contributions of this thesis 
is that we show how seven different characteristics affect financial decisions. 
 
Proponents of behavioural finance argue that behavioural biases affect financial 
decisions, and it is becoming increasingly recognized that behavioural science is 
important to our understanding of economic decision making. Since no prior study has 
considered behavioural biases in the context of the financial planners’ decision making, 
Chapter 6 in this thesis fills a major gap in the literature by exploring how behavioural 
factors affect various areas of financial planning. It should be noted that the fourth area 
of financial planning covered in this research is ‘investments’ but the questions are 
designed to capture behavioural biases. This is further explained in Chapter 6. The first 
contribution of this chapter is that it shows whether Australian financial planners are 
prone to behavioural biases such as self-serving, overconfidence, loss aversion and 
representativeness bias. The second contribution is in terms of showing the interaction 
between these behavioural biases and the financial planning decision making process. 
For instance, our results show that (1) Australian financial planners have a high 
probability of exhibiting self-serving bias and (2), when exposed to this bias, financial 
planners tend to have a high preference for tax and a low preference for liquidity risk 
when it comes to retirement planning. We document various behaviours demonstrating 
that financial planners are prone to the biases that we study. The major contribution of 
this chapter is that it provides an answer in terms of what sort of mistakes are 
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committed when advisors are prone to certain biases which will assist individuals in 
choosing the ‘right’ financial advisor. 
 
Financial crises tend to have significant impact on the wealth of individuals and the 
causes of financial crises tend to differ, with the last crisis occurring as a result of toxic 
derivative assets. The consequences of the global financial crisis (GFC) are currently 
being documented and its effects on financial planning are not fully understood. 
Another contribution of this research is that it documents how the GFC altered the 
practices of financial planners in the areas of investments, retirement planning, 
superannuation and insurance. Chapter 7 reports the results of the open-ended 
questions about the GFC. Our findings show that: (1) 17%, 23%, 27% and 33% of our 
respondents changed their practices after the GFC in the area of investments, 
retirement planning, superannuation and insurance, respectively; (2) the GFC affected 
baby boomers and (3) affected the pattern of drawing on superannuation; (4) there is a 
growing need for insurance; and (4) there is a liquidity concern. 
 
1.4.1 Thesis Structure 
The remainder of this thesis is structured as follows: Chapter 2 reviews the literature; 
Chapter 3 discusses the research methodology; Chapters 4 and 5 provide empirical 
evidence of financial planning practices and fundamental factors affecting financial 
planning; Chapters 6 and 7 explore behavioural factors affecting financial planning 
decisions and the effect of the global financial crisis on financial planning practices, 
respectively; and Chapter 8 concludes the thesis by summarizing the major findings of 
the empirical analysis, emphasising the key contributions of this research and 
providing a robustness test to validate the empirical findings. Finally, it suggests 
possible opportunities for future research. 
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CHAPTER 2: LITERATURE REVIEW 
2.1 Introduction 
The purpose of this thesis is to document the behaviour of financial planners/advisors 
in the areas of retirement planning, superannuation, insurance and investment with a 
view to identify the possible mistakes they may make when advising clients. Given the 
emerging literature in behavioural finance in terms of professionals making mistakes, 
the first section of this chapter reviews the literature on behavioural finance and the 
four areas of financial planning. The second part of this chapter studies the literature 
on how the characteristics of financial planners (namely, gender, age, income level, 
marital status, residency status, education and the type of organisation they work for) 
affects decision making in these four areas. In addition, we review the literature on 
financial crises, macroeconomic conditions and the behaviour of financial advisors. 
The objective of this chapter is to show what has been done in these different areas 
and to identify the gaps in the literature that this thesis aims to bridge. One observation 
that we would like to make is that the majority of the research work done in financial 
planning focuses on the client’s side rather than the advisor’s, and it is for this reason 
that we chose to carry out a study on financial planners. Another purpose of this 
literature review is to identify how many of the innovative aspects of this industry 
have been documented.  
 
This chapter is structured as follows: Section 2.2 reviews the literature on behavioural 
biases, followed by Section 2.3 on retirement planning; Sections 2.4 and 2.5 discuss 
superannuation and insurance, respectively; Sections 2.6 and 2.7 explain fundamental 
factors and global financial crisis, respectively; and Section 2.8 concludes this chapter. 
 
2.2 Behavioural Finance and Financial Decision Making 
Financial planning can be defined as a strategy that helps an individual meet financial 
goals through streamlined channels of budgeting, risk profiling, gaining an 
understanding of personal needs and considering life’s priorities. Planning of finances 
has become an important aspect in today’s complex world where uncertainty is a fact 
of life. Mulvey and Shetty (2004) tried to explain the financial planning problem 
through a model framework of ‘multi-stage stochastic programming’. Their research 
states that when investors are faced with uncertainty, they systematically diverge from 
rational behaviour—making choices that can potentially lead them to financial gains. 
Such irrational behaviour has challenged lucid financial models such as the efficient 
market hypothesis (EMH) and modern portfolio theory. However, these irrational 
behaviours have been studied by behavioural economists. Behavioural finance 
explains the reason for such deviations in the behavioural patterns of investors as 
argued by Daniel and Titman (1999). Behavioural finance research over the years has 
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tried to explain the role of behaviours in financial decision making by considering 
emotional swings. Behavioural models allow for the fact that financial analysts can 
make mistakes and the main objective of behavioural finance is to help these analysts 
recognize their own mistakes with a view to avoid similar mistakes in the future. 
 
To assess the focus of behavioural finance, we study 209 publications in the field. 
They are categorized as follows: representativeness bias (13), overconfidence (67), 
self-serving bias (21), gambler’s fallacy (8), hindsight (6), panic (1), herding 
behaviour (10), status quo (1), survivorship bias (1), money illusion (4), loss aversion 
(20), attachment (1), disposition effect (25), recovery (8), familiarity (2), illusion of 
control (2), home bias (4), conservatism (9), availability (3), narcissism (1) and 
overextrapolation (2). We draw two conclusions from these 209 publications: (1) the 
majority of them neglect financial planners and (2) the most popular biases are 
representativeness, overconfidence, self-serving bias, disposition effect and loss 
aversion. It should be noted that disposition effect is closely related to loss aversion. 
Based on these observations, the focus of this thesis is on financial planners with a 
concentration on representativeness, overconfidence, self-serving bias and loss 
aversion when it comes to behavioural biases. 
 
2.2.1 Overconfidence Bias 
Baker and Nofsinger (2002) explain that overconfidence is a tendency for people to 
overestimate their knowledge which in turn leads them to be overoptimistic about their 
decisions. They use two dimensions that can result in overconfidence bias, namely, 
‘overestimation of knowledge’ and ‘illusion of control’. Ramiah, Zhao and Moosa 
(2014) argue that more than 40% of Australian corporate treasurers exhibit 
overconfidence and Ramiah, Zhao, Graham and Moosa (2015) show the effects of 
overconfidence in working capital management. In particular, they show that 
overconfident working capital managers (1) are more likely to rely on policy on key 
liquidity parameters, return on investment and inventory models, (2) utilise forecasting 
models, (3) attach more importance to inflation, efficient financial systems, 
technological advances, interest rates and security costs, (4) issue debt when internal 
funds are insufficient, and (5) are more likely to use cash advances, bonds and stocks.  
 
From an investment perspective, Barber and Odean (2000) explains that the more 
overconfident investors are, the more they trade—which tends to result in lower 
returns. Furthermore, their results show that males are found to be more overconfident 
than females, leading to males trading more actively than women. According to Barber 
and Odean, this explains why males tend to experience heavy losses. Bhandari and 
Deaves (2006) contribute to this literature by showing that highly educated males are 
more susceptible to overconfidence. In addition, they find that individuals with 
education in investment, either formal or through self-experience, are found to be 
more confident in their decisions. According to Bhandari and Deaves, defined 
contribution pension plan members with formal education tend to be overconfident 
8 
 
due to overestimation of their knowledge. Mitchell and Utkus (2004) explain that 
overconfidence may encourage risk taking activities and may also lead to suboptimal 
investment decision making.  
 
Due to brevity purposes, we do not elaborate on the remaining research papers about 
the effects of overconfidence but the conclusion that we can draw is that there are no 
current studies that examine how overconfidence affects the decision making process 
of financial planners. 
 
2.2.2 Self-Serving Bias 
Miller and Ross (1975), Zuckerman (1979), Shepperd et al. (2008) and Ramiah et al. 
(2014, 2015) state that self-serving bias is a tendency to praise the internal factors 
responsible for one’s successes and to blame external factors for one’s failures. 
Interestingly, this bias has been found to be unusually  common (when compared to 
other cognitive biases) and is prevalent amongst most age groups and cultures. To a 
certain extent, only five sub-groups (the clinically depressed, middle-aged women and 
people of Indian, Japanese or Pacific Islander descent) display almost no self-serving 
attribution bias (Mezulis et al. 2004). Li (2010) claims that self-serving bias leads 
managers to be over-confident, to make poor acquisition decisions, to rely more on 
debt financing, to increase stock re-purchases and to issue less dividends (See 
Malmendier and Tate, 2005, 2008). Li (2010) goes one step further and shows that 
self-serving bias increases with firm size, the number of business segments, and past 
performance. Daniel, Hirshleifer and Subramanian (1998) explain that self-serving 
bias leads to changes in investors’ level of confidence and causes under and 
over-reaction in the securities market. Furthermore, Babcock and Loewenstein (1997) 
argue that self-serving bias can also be observed when an individual operates as part of 
a team, labelling it as ‘role dependent evaluation of information’. Babcock and 
Loewenstein (1997) explain that people are biased in their judgement. To meet their 
objectives, they look for information that can lead them to the desired conclusion. 
Little is known as to how self-serving bias affects the decisions of Australian financial 
planners and one objective of this research is to shed some light on this issue. 
 
2.2.3 Loss Aversion Bias 
Tversky and Kahneman (1991) explain loss aversion bias as a tendency to give priority 
to avoiding losses rather than earning profits. Guthrie (2003) explains that people tend 
to take more risk in situations of uncertainty and to avoid losses than in the case of 
gains. Disposition effect is closely related to loss aversion bias. Odean (1998), Weber 
and Camerer (1998) and Mitchell and Utkus (2004) explain disposition effect using 
prospect theory. In investment, loss aversion bias is exhibited as disposition effect 
where people are ready to take risk in order to avoid losses by holding the loss making 
assets for too long; however, they do not like to take risk when they can make a gain, 
which may result in low returns. Mitchell and Utkus (2004) explain loss aversion as 
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one of the behavioural factors that influences retirement planning. They explain that 
the low demand for annuities in retirement planning is the fear of loss of one’s assets 
in the case of an early death. This makes annuities less desirable to retirees who prefer 
to make lump sum withdrawals in order to minimise risk. 
 
2.2.4 Representativeness Bias 
Tversky and Kahneman (1974), Kahneman and Tversky (1979) and Grether (1980) 
define representativeness bias as one where people do not look at probability 
distributions and believe in false patterns, which they then perceive as trends. 
Furthermore, Tversky and Kahneman (1974) explain that individuals tend to follow 
the latest pattern when additional information is provided and are likely to neglect 
prior probabilities. Moreover, the decision made by an individual is usually influenced 
by the information available that best represents the output, irrespective of the 
accuracy of the information. This is referred to as the ‘illusion of validity’. De Bondt 
and Thaler (1985, 1987) explain that representativeness bias leads to contrarian 
strategy. The impact of this bias is such that losers in the securities market become 
winners and winners become losers due to representativeness bias. In a study of 
behavioural influence on retirement planning, Mitchell and Utkus (2004) explain that 
when people are required to make difficult decisions, representativeness bias leads 
them to rely on easily available information. They refer to this as the ‘availability 
heuristic’. However, there is no literature documenting the effect of representativeness 
bias on financial planners in Australia. This study documents the same effects, if any. 
 
2.3 Retirement Planning 
Retirement planning is the practice of accumulating sufficient assets and preparing 
oneself financially as well as considering the desires that one expects to fulfil once 
one retires. It can be defined as a strategy to ascertain a balance between current 
expenditures and savings to maintain a secure retirement. Sufficient retirement 
planning allows an individual to maintain a steady post-retirement living. The extant 
of the literature on retirement planning highlights that behavioural, fundamental and 
economic factors affect decision making in retirement planning. We provide a 
description of this literature review in the subsequent sections. In the next 
subsections, we show that it is important to address issues such as the age that clients 
start planning their retirement, having an appropriate plan, security investments, 
inflation, tax, diversification, savings pattern, debt management, market risk, 
longevity and health risk, estate management, asset allocation strategy, insurance 
cover, detailed financial goals and liquidity risk. We show in the subsequent sections 
that the literature has established a link between financial planning and gender, age, 
income level, marital status and literacy. After reading all of the subsections of 
Section 2.3, it will be clear that the literature is silent on three scenarios; clients 
approaching bankruptcy, clients who stay at home instead of in age care centres, the 
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number of meetings with clients and the behavioural biases namely self-serving bias, 
overconfidence bias, loss aversion bias and representativeness bias. 
2.3.1 Behavioural Finance Theories and Retirement Planning 
Using behavioural theories, Mitchell and Utkus (2004) argue that the effectiveness of 
retirement planning is highly dependent on an individual’s decisions concerning their 
retirement savings and investments. The authors explain that although people intend 
to maximize their retirement savings, their decisions are generally influenced by 
certain psychological constraints. According to their study, one of the major causes 
of inefficient retirement planning is the unwillingness among individuals to save 
whereby high priority is given to present expenditures over future savings. 
Furthermore, the self-perception of being better than others and a false belief among 
individuals that they will have sufficient savings post retirement are the key 
behavioural reasons observed why individuals insufficiently prepare for retirement. 
Other studies such as Thaler and Benartzi (2004) and Brown (2007) extend the 
literature around the existence of behavioural biases in retirement planning. Thaler 
and Benartzi (2004) studied the effects of ‘SmarT’—a saving program that inculcates 
retirement saving behaviour among employees. They explain that bounded 
rationality, self-control, procrastination, status quo and loss-aversion bias play an 
important role in understanding the saving behaviour of households who tend to save 
less. Bounded rationality refers to the notion whereby individuals formulate 
decisions based on their limited abilities, resources and the information available to 
them. The authors argue that, in the presence of bounded rationality in retirement 
savings, we must design an easy and effortless savings program to help individuals 
save. Another behavioural bias that the authors identify is self-control, which refers 
to the unwillingness of individuals to give priority to future savings for their 
retirement—discouraging individuals from cutting down on their present 
expenditures. Another similar bias that they discussed is procrastination which is a 
motivating factor in people postponing tasks that are unpleasant to them. 
Procrastination leads people to undertake tasks that are pleasurable to them and 
postpone the tasks that seem to be unpleasant as they tend to believe that the tasks 
they are postponing are not as important as the ones that they are currently doing. 
Procrastination therefore provides a behavioural explanation as to why people do not 
cut down on their current spending to boost their retirement savings. Thaler and 
Benartzi (2004) postulate that procrastination leads to status quo bias—the tendency 
for people to choose their current or previous positions over future ones. Individuals 
who are prone to this bias tend not to alter their investment strategies until they retire. 
According to their studies, when individuals are susceptible to procrastination and 
status quo bias, they must be exposed to an automatic enrolment savings plan. 
Another observation of their study is that households with loss aversion bias 
(assigning more weight to losses than gains) end up saving less as they perceive 
savings as a current reduction in ‘take home pay’. Brown (2007) and Benartzi and 
Thaler (2007) contribute to this discussion by explaining the role of loss aversion 
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bias. Brown (2007) explains loss aversion bias in terms of individual annuity 
decisions for retirement. Brown argues that the prediction of loss from the 
uncertainty of a person’s life (that is, if a person dies soon) is given higher priority 
than the gain a person may derive if he lives long, which in turn may discourage 
holding annuities for retirement. Similarly, Benartzi and Thaler (2007), in their study 
on defined contribution plans, discuss the existence of ‘myopic’ loss aversion bias in 
asset allocation strategies for retirement. Myopic loss aversion refers to the instances 
where investors analyse their investments too often and are oversensitive to short 
term losses. In a similar vein, Selnow (2004) argues in favour of automatic enrolment 
plans for better retirement savings and explains the interrelationship between 
behaviour, attitudes and knowledge in inculcating retirement savings behaviour 
among employees. His research explains the importance of an individual’s 
behaviour, attitude and education in automatic enrolment saving plans. Behaviour is 
defined as a way in which an individual reacts to a particular situation and individual 
behaviour is a result of situational demands. The term ‘behaviour-first approach’ is 
used when individuals are first influenced by their own behaviour and their own 
behaviour subsequently influences their attitudes. Attitude, in turn, is described as an 
individual’s thoughts or beliefs that are inferred from one's own behaviours. Hence 
the ‘behaviour-first’ approach is used to explain how automatic enrolment savings 
plans inculcate the initial behaviour among employees to start saving for retirement. 
Furthermore, behaviour has the potential to set an individual’s attitude in favour of 
retirement savings, implying that individuals tend to develop an inclination to save 
for their retirement, which represents a change in attitude that further motivates 
employees to increase their savings in the existing plan. The main advantage of the 
‘behaviour-first approach’ is that it motivates employees to improve their retirement 
savings and sparks an interest in retirement education. Along with behaviour and 
attitude, education is equally important to maintain a better retirement savings plan, 
indicating that it is essential for automatic enrolment plans to have an educational 
program. The point is that the interrelationship between behaviour, attitude and 
education encourages employee involvement in retirement savings. 
 
Hershey and Mowen (2000) develop four models to study how psychological traits, 
financial knowledge and financial preparedness affect retirement planning. These 
four models are named as cardinal traits, central traits, surface traits and the criterion 
measure. The study of traits involves understanding personalities that are unique to 
each individual. Cardinal traits dominate and characterize the individuality of a 
person. The scale used to measure these traits includes emotional stability, 
conscientiousness, introversion, openness to experience, need for arousal and 
material resources. Central traits reflect an individual’s ‘future time perspective’, also 
referred to as FTP, and highlight the individual’s long term perspective on retirement 
planning. Surface traits shed light on the respondent’s level of involvement in 
retirement and assess their financial planning knowledge. Lastly, the criterion 
measure deals with financial preparedness—estimating whether individuals will have 
a sufficient amount of money to meet their retirement expenses while maintaining a 
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quality post-retirement life style. The findings of Hersey and Mowen show that an 
individual’s personality characteristics as well as financial knowledge play a major 
role in retirement planning. Financial knowledge is found to be positively related to 
financial preparedness for retirement whereby a high level of financial knowledge 
leads to better financial preparedness for retirement. Moreover, they document that 
FTP as a central trait tends to have a strong impact on an individual’s knowledge of 
financial planning and their retirement preparedness. As for the cardinal traits, they 
found that two of the six cardinal traits (conscientiousness and emotional stability) 
were related to FTP. Another observation from their study is that an individual’s 
personality and level of knowledge of retirement planning jointly contribute to 
financial preparedness for retirement. 
 
Taylor-Carter, Cook and Weinberg (1997) identify another behavioural aspect in 
retirement planning. Their comparative study looks at the impact of informal 
retirement planning and participation in retirement planning seminars on retirement 
satisfaction and self-efficacy. Retirement satisfaction is classified into two 
categories, namely, financial satisfaction—which is derived from the financial 
aspects of retirement planning—and general satisfaction—referring to the sense of 
satisfaction derived from overall general expectations about retirement. In their 
study, self-efficacy denotes confidence in one’s own abilities to meet desired goals 
and is developed as a result of positive experiences from a certain event. According 
to their findings, participation in a retirement seminar significantly influences the 
financial satisfaction anticipated in retirement but it does not influence general 
retirement expectations and self-efficacy. In contrast, informal leisure retirement 
planning has a significant influence on the general expectations and self-efficacy of 
individuals—indicating that informal retirement planning enhances confidence 
among individuals in regards to making the transition to retirement. The implications 
of their results suggest that both aspects (informal retirement planning and 
participation in a retirement planning seminar) must be adopted in retirement 
planning. 
 
Duflo and Saez (2003) explain peer influence on an individual’s retirement saving 
decisions whereby the savings decisions of their peers (in the workplace) influences 
an individual’s decision making process. Through an experiment, a random sample 
of employees was encouraged to attend the employer-organized ‘benefit information 
fair’. A selected group of employees within this sample was offered a monetary 
reward to attend the fair while the remaining employees were not notified about the 
reward. Interestingly, those who received a notification about the reward were able to 
convince others (not notified about the reward) to attend the fair. 
 
Rosenkoetter and Garris (2001) conducted a descriptive study on the relationship 
between retirement planning, the utilization of time and the role of psychosocial 
factors in retirement. In this study, the respondents (retirees from an international 
company) were asked about the retirement planning activities that they would have 
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preferred to engage in while they were still employed (scenario 1). The options 
provided to them included areas such as financial planning, investment planning, 
planning how to adjustment to retirement, retirement benefits, planning with family 
members for retirement, planning for the use of time post retirement, stress 
management, preparation for post-employment life, preparation for later life (old 
age) and then the option of ‘no planning’. The same group of respondents was then 
asked to choose the activities from the same set of options which they feel are 
important for other people who are now planning for retirement (scenario 2). 
Significant differences are noticed in their responses to the two different scenarios. 
Under scenario 1, a large number of respondents are found to choose not to 
participate in any of the planning activities and those who showed interest preferred 
investment planning. A relatively less number of respondents are found to be 
interested in financial planning. In addition, respondents showing interest in 
retirement planning are found to mostly prefer participating in retirement planning 
activities for retirement benefits (option mentioned in above list). In contrast, less 
preference was given to options such as planning with the family, planning on how to 
use time post retirement, planning for life after retirement and stress management. 
Interestingly, under scenario 2, respondents placed more importance on options that 
include financial planning as well as psychosocial adjustment to retirement and 
preparation for life after employment.  
 
Analysis was also carried out to identify the difference between activities that 
respondents planned to engage in post retirement and the activities that they actually 
engaged in once retired. The results shows that respondents who spent more time 
planning for retirement favour social interactions and activities that inspire thinking 
such as reading, travel and religious activities. Watching television and pursuing 
hobbies are not a priority for respondents who were planning for their retirement. 
However, respondents show that there is a significant increase in time spent watching 
television and reading compared to what they initially anticipated or planned. 
Another finding of this study is that joint retirement planning ensures that both 
partners can retire together, resulting in a better quality of life post retirement. On the 
other hand, individuals who give less preference to planning are not adequately 
prepared for retirement and as a result cannot afford to retire along with their 
spouses. Differences are noticed across occupations (management and 
non-management positions) whereby highly paid managers with a high level of 
education have more opportunities to engage in proper planning of their retirement 
compared to those in non-managerial positions. 
 
Mutran, Reitzes and Fernandez (1997) study the attitude of a set of workers towards 
retirement for the period 1992-1994 and find that workers who are proactive towards 
retirement planning show a positive attitude towards retirement. Workers with 
positive attitudes towards retirement in 1992 were observed to have the same positive 
attitude in 1994 which shows stability in the attitude of the individuals—those who 
have retired as well as those who continued to work in 1994. However, this attitude 
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is less pronounced among the 1994 retirees given that they focused on their actual 
post-retirement experience. Those who retired in 1994 and knew that they were 
going to receive a pension are observed to have a positive attitude towards 
retirement. One potential explanation for this behaviour is the sense of security post 
retirement. Another result of their study is that individuals who anticipated the time 
of their retirement show a positive attitude towards retirement compared to those 
who failed to plan for the time of their retirement. Furthermore, Mutran, Reitzes and 
Fernandez (1997) look at how self-esteem and depression influence retirement 
planning. They argue that people with high self-esteem are more positive towards 
retirement whilst depression creates a negative attitude. In addition, they note that 
people with self-esteem in 1992 also showed a positive attitude towards retirement in 
1994. 
2.3.2 Theories around Fundamental Characteristics  
Another vein of the retirement planning literature focuses on fundamental factors 
such as age, education, financial literacy, gender and income level. Mitchell and 
Utkus (2004) use the life cycle model to explain household savings behaviours of 
individuals at different life stages. According to the life cycle model, young 
individuals tend to give less priority to future savings when compared to middle age 
and older individuals. Young individuals have a tendency to borrow more in order to 
meet their current consumption (study loans, home loans, etc.). It is in the middle-age 
years that individuals start saving for retirement and finally in old age that 
individuals start to consume from their financial assets (that they have been saving 
for their retirement).The authors argue that although the life cycle model provides a 
good framework for retirement planning, it does not match the saving behaviour of 
all of the individuals. This implies that retirement planning requires an accurate 
estimation of future uncertainties which most analysts fail to do correctly, leading to 
insufficient savings and a low living standard during retirement. Turner, Bailey and 
Scott (1994) study the influence of fundamental factors on retirement preparation of 
mid-life individuals. They find that financial planning and income levels are the most 
significant factors and that their interrelationships influence retirement planning. 
They show that despite the benefits available from their employment, most of the 
respondents prefer to engage in financial planning and maintain separate saving 
accounts for a secure retirement. According to their results, older individuals with 
high income levels exhibit a positive attitude towards financial planning whereas low 
income earners with younger dependents show negative attitudes towards retirement 
planning. Another study by Greninger, Hampton, Kitt and Jaquet (2000) attempts to 
determine retirement planning guidelines by undertaking a comparative study on 
financial planners and educators. They examine the opinions of the two groups of 
experts on what they think is an appropriate age to attain retirement savings goals. 
The majority of the experts support the idea that more than half of retirement savings 
should be achieved by the age of 50 with most of the remaining savings to be 
accumulated by the age of 60. 
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The relationship between financial literacy and retirement planning is also explored 
in the literature whereby financial literacy is defined as the ability to understand 
financial concepts in order to make better financial decisions. Lusardi and Mitchell 
(2007) study the significance of financial literacy in retirement planning. They 
explain that many individuals are unable to understand basic economic and financial 
concepts, leading individuals to neglect the need for future savings which in turn 
affects retirement planning. Bernheim and Garrett (2003) and Agnew, Bateman and 
Thorp (2013) also contribute to this literature by explaining the importance of 
financial literacy for retirement planning. Bernheim and Garrett (2003) emphasize 
that the provision of financial literacy in the workplace contributes to increasing 
employees’ retirement savings. Financial education offered by employers inculcates 
retirement savings among individuals, particularly among employees with moderate 
and low earnings who have a tendency to save less. Agnew, Bateman and Thorp 
(2013) elucidate the importance of financial literacy for retirement planning by 
showing that inefficiency is observed more among the young, women, the 
uneducated and unemployed individuals. They argue that despite mandatory defined 
contribution plans (which can also be viewed as a learning instrument) that promote 
saving for retirement, many individuals are still found to be financially illiterate and 
ignorant about the importance of retirement planning. Van Rooij, Kool and Prast 
(2007) compare the difference between individual preferences for a defined benefit 
(also referred to as DB) plan and a defined contribution (also referred to as DC) plan, 
arguing that individuals with high levels of confidence about their financial 
knowledge are most likely to prefer a DC plan as these individuals are less risk 
averse and have an appetite for risky portfolios. 
 
Gender is another important fundamental factor observed in the existing research on 
retirement planning. Bernasek and Shwiff (2001) explore gender differences in 
household investment strategies for a defined contribution pension plan. Their results 
show that women are conservative investors. When making decisions about asset 
allocation towards their defined contribution pension, women are found to give less 
preference to stock investments as compared to men. Such conservative attitudes 
may lead women to generate an insufficient retirement income. Jefferson (2005) and 
Noone, Alpass and Stephens (2010) also explain gender differences in retirement 
planning. Their study highlights key issues such as household responsibilities, lack of 
education and low earnings which result in inefficient retirement planning among 
women. One of the key reasons identified for low income among women is their 
decreased involvement in paid work due to family responsibilities. In addition, when 
women are involved in paid work, it is observed that they are likely to be paid less 
than men. Joo and Grable (2001) examine the relationship between retirement 
planning and professional help-seeking behaviour and observe that females are more 
likely to seek professional guidance than males. Joo and Grable (2001) expand their 
analysis to investigate the other factors that influence retirement planning. Income is 
found to be another significant factor associated with seeking help for retirement 
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planning whereby individuals with a low income (less than $35,000) are observed to 
be less likely to seek professional help for retirement planning. Other factors 
significantly related to retirement planning are an individual’s positive behaviour, 
proactive attitude and ability to cope risk. They argue that individuals who (1) have a 
positive behaviour in managing their personal finance, (2) have a positive attitude 
towards retirement and (3) are risk tolerant are more likely to seek professional help 
for retirement planning. 
 
Delpachitra and Beal (2002) identify four key factors that affect retirement planning, 
namely, external factors (employment and job satisfaction), personal factors (health, 
family dependency and marital status), financial factors (accumulation of sufficient 
assets and appropriate age pension schemes) and lifestyle factors (desire to spend life 
doing leisure activities). Their study shows that health, an accumulation of sufficient 
assets and financial dependency on an individual are the common factors that 
influence the participants’ decisions to retire. Ng, Tay, Tan and Lim (2011) discuss a 
number of fundamental factors that affect retirement planning, including investment 
experience. Their research shows that high income-married-older individuals with 
investment experience are more conscious about their retirement plans as compared 
to their counterparts. Married and older individuals possess greater experience  with 
investing and personal responsibilities when compared to young individuals who 
have lesser commitments due to their ‘single’ status. As for income status, people 
with high incomes can afford financial obligations and hence show more interest in 
retirement planning. 
2.3.3 Economic Factors  
In addition to behavioural and fundamental factors, the existing research also 
documents the importance of economic factors on retirement planning. Greninger, 
Hampton, Kitt and Jaquet (2000) set out to determine which economic factors affect 
retirement planning by undertaking a comparative study between financial educators 
(who train students to work in the industry) and financial planners (who work as 
professionals in the industry). They examine the opinions of these two categories of 
respondents on inflation and return on investment, and analyse retirement needs 
among these respondents. With regards to inflation, respondents were required to 
express their opinion on two accounts, namely (1) if they prefer to define an 
appropriate rate of inflation based on average rate of inflation over time and (2) if a 
4% inflation rate is suitable for retirement planning. The majority of respondents 
prefer to determine inflation rate based on the average rate of inflation over time and 
there are a significant number of respondents who chose the other choice. As for 
return on investment, they observe that the majority of the respondents believe that 
this key product indicator (KPI) is based on factors such as client preference, the 
historical rate of return, the client’s level of risk tolerance, the timeframe for 
investment, inflation and taxes on the client’s portfolio. Another finding of this study 
is that respondents ranked the return on assets in the following order: equity 
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investments with the highest return, followed by bonds, real estate and cash 
equivalents. Furthermore, when the respondents were asked about the appropriate 
time to move their investments towards conservative assets, most of them 
recommended that such allocation is to be initiated between three and five years 
before retirement. Compared to financial educators, financial planners are in favour 
of a later move towards conservative investments, i.e. when an individual is closer to 
retirement. Another difference observed is that financial planners are found to 
recommend a higher percentage investment in growth-oriented assets than financial 
educators. Butler and Domian (1993) compare the long term returns of equity and 
bond portfolios and argue that equity investments are better long term investments 
for retirement. The authors conclude that the higher the accumulation period, the less 
risky is the stock investment whereby investments in stocks provide an opportunity 
to meet the desired long term goals as compared to investments in bonds. Butler and 
Domian (1993) argue that equity portfolios are still preferred despite the 
corresponding short term risk. 
 
A review of the literature on how behavioural biases affect retirement planning 
shows that (1) there is an emerging literature/discussion post the year 2000, (2) this 
literature is relatively thin, (3) the literature in confined to relatively few markets (3) 
there is a need for further studies in the area and (4) the literature is silent on how 
overconfidence, self-serving bias, loss-aversion bias and representativeness affect 
retirement planning in the Australian context. Consequently, this research aims to 
contribute to the literature by addressing the fourth point. The lesson that we have 
learnt from the fundamental theories is that factors such as age, education, financial 
literacy, gender, marital status and income are important factors that must be 
controlled for in any experiment. 
 
2.4  Superannuation 
Financial planners offering advice about superannuation have to consistently 
understand the new regulations emerging and Section 2.4.1 shows the rapid evolution 
of this sector starting from the 1980s. The point is to illustrate that it is important to 
study how new developments have impacted financial planners. For this section of the 
literature, we focus on materials published on the Australian government websites. 
2.4.1 Rapid Developments in Superannuation 
In Australia, superannuation is a government-initiated system for retirement savings 
in which money is saved in the present to obtain its future benefits. It is a tool that 
involves long term savings in order to receive the benefits in the form of 
post-retirement income support. The superannuation system has undergone a major 
change in the past four decades. Prior to the 1980s, the availability of a 
superannuation system as an employment benefit was limited to public servants and 
‘white-collar’ employees, resulting in a low participation rate (below 40% of the 
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workforce). Post 1980s, superannuation was gradually extended to the entire 
workforce and then became a compulsory contribution—which became known as the 
superannuation guarantee by employers on behalf of their employees. The 
compulsory contribution was first initiated in 1985 when the Australian Council of 
Trade Unions (ACTU) along with government support introduced a three percent 
employer contribution to industry funds. This scheme was referred to as 
‘award-based superannuation’. Although a rapid growth in the superannuation 
coverage of employees post 1980 was observed, a significant number of employees 
were not covered by this scheme. It was in the late 1980s and early 1990s that the 
superannuation system became compulsory. Over that same period, a major shift of 
defined benefits to accumulation funds was observed. Defined benefit (also known as 
DB funds) provides returns based on a statistical calculation that involves calculating 
retirement returns on the number of years of service (or number of years of 
membership) with the employer (or fund) and the average salary over the last few 
years prior to retirement. In contrast, accumulation funds involve returns based on 
contributions by employers and members towards their superannuation accounts less 
taxes, fees and insurance premiums that are deducted from the fund. The main 
difference between defined benefit and accumulation funds is that in the case of the 
latter, members of the fund bear the investment risk. Superannuation funds were 
predominantly defined as benefit funds prior to introduction of award-based 
superannuation and its decline was due to the administrative complexities and costs 
involved in managing the funds. On the other hand, the problem with award-based 
superannuation was the lack of compliance that affected the performance of the 
system. To address this problem, the Australian government introduced the 
superannuation guarantee legislation in 1992. Under this legislation, employers make 
a compulsory/guaranteed contribution towards the fund on behalf of employees so 
that the employees can receive their future benefits. Employers who fail to contribute 
on behalf of their employees are liable to pay a non-deductible superannuation 
guarantee charge that includes the shortfall in contribution towards the member’s 
fund, an interest amount and an administrative charge. The superannuation 
guarantee, which started with a 3% employer contribution in 1992-93, eventually 
rose to 9% in 2002/03 for employee benefits. This is well documented by Barrett, 
Chapman and APRA (2001), Drew and Stanford (2003), APRA (2007) and 
Worthington (2008). Starting 1
 
July 2014, the superannuation guarantee increased to 
9.5%.    
 
The superannuation guarantee legislation encourages employers to make 
contributions on behalf of their employees and has consequently resulted in a 
significant increase in the number of employees covered under superannuation. 
However, the superannuation guarantee legislation did not specify which fund 
employers must contribute to and employers were consequently free to contribute to 
any complying fund on behalf of their employees. When the employees were covered 
under award-based superannuation, employers preferred to make any contribution 
over and above the award-based contribution to the same industry fund in order to 
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reduce the administrative complexities. This means that employers were free to 
contribute to any complying fund but, to make it easy, employers usually prefer to 
contribute to the same industry fund to which they have previously contributed. 
Legislation to provide freedom of choice to employees to choose their 
superannuation fund was first introduced in the parliament in December 1997 and 
was fully implemented in July 2005. Under this law, employers can select a default 
fund to pay the superannuation guarantee contribution only when the employee does 
not choose a fund (See APRA 2007). 
 
The Australian government (see ASIC’s Moneysmart 2014 and the Australian 
government’s Australian Taxation Office 2015) has undertaken several initiatives to 
structure the superannuation system. One key element in the superannuation system 
is the tax concession on voluntary contributions by employees. A voluntary 
superannuation contribution is the additional contribution made by employees in 
addition to the compulsory superannuation guarantee contribution and is another 
instrument used to increase savings for retirement. Voluntary contributions include 
concessional and non-concessional contributions where a concessional contribution 
is a before-tax, voluntary contribution made by employees towards their fund. It is 
also known as ‘salary sacrifice’. Salary sacrifice is an arrangement between an 
employer and employee where the employee voluntarily foregoes a part of his salary 
in order to increase his superannuation contributions. Since a concessional 
contribution is a before-tax contribution, the fund pays tax on this type of 
contribution. A non-concessional contribution, on the other hand, is an after-tax 
contribution made by the members of the fund. A non-concessional contribution is 
made from income on which tax has already been paid. The fund does not pay any 
tax on non-concessional contributions. However, there are limitations (also known as 
‘caps’) to both types of voluntary contributions. The current concessional 
contribution cap is $30,000 but for individuals ages 50 years or over, it is $35,000 for 
2014-2015. The current non-concessional contribution cap is $180,000. 
 
In addition to the compulsory superannuation guarantee contribution and voluntary 
contributions, another way to boost superannuation savings for low income earners is 
co-contribution. Co-contribution is a benefit provided by the government to eligible 
low/middle income earners who are interested in making personal contributions to 
the fund. The government also makes a contribution to a maximum amount which is 
currently $500 (See ASIC’s Moneysmart 2014). Presently, if an individual earns less 
than $49,488 and makes an after-tax contribution, he will receive a matching 
contribution from the government. If an individual earns less than $34,488, the 
maximum government contribution is $500 (based on the calculation that 
government pays $0.50 cents for every dollar an individual contributes towards the 
fund).  
 
The lesson that we learn from the literature is that the financial planning industry is 
experiencing rapid development, and that the literature is almost inexistent and is slow 
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in documenting these new practices. Although the materials obtained are not from 
academic sources, there is a sufficient amount of material (in terms of the rules, 
regulations and definitions) available on official government websites. We have used 
the published materials of government websites to align academic and industry 
practices. 
2.4.2 Freedom to Choose Funds  
Gallery (2002) discusses the advantages and disadvantages of employees having the 
freedom to choose a fund where their superannuation fund will be invested. The author 
states that the government introduced it with a view that the benefits of the freedom to 
choose funds will increase competition between various funds, which in turn will 
result in a decrease in cost and an increase in returns on investments in the funds. 
However, there are also problems associated with the self-choice of funds. For 
example, certain individuals are incapable of choosing a fund and other individuals are 
unwilling to make an informed choice about their own fund. The lack of sufficient 
information and complexity in understanding the financial information provided by 
different funds are some of the reasons that are found to make employees inefficient in 
making a proper superannuation fund choice. Gallery argues that even if the 
superannuation system becomes simple and reliable, there is still a concern in regards 
to the inability and unwillingness among individuals to make efficient decisions. 
Furthermore, she explains that individuals who are capable and willing to choose 
funds usually do so only if the returns associated with it are more than the costs and 
risk involved with the fund. For instance, costs associated with attending educational 
and training sessions, seeking professional advice for investments in funds, 
understanding and interpreting financial disclosures and fear of making mistakes when 
choosing a fund are examples of costs and risks associated with choosing funds. 
According to Gallery, the majority of Australians do not efficiently utilize freedom of 
choice as they tend to rely on default funds. Unwillingness as well as a lack of 
education and financial illiteracy are the common reasons that make the 
superannuation system exigent. Therefore, Gallery argues that it is essential for the 
government to initiate one universal default fund which will work to the benefit of the 
people (who lack willingness and/or the skills to manage their funds).  
 
Furthermore, Cameron and Gibbs (2005) and APRA (2007) state that when a change 
of employment occurs, many employees are automatically shifted to another default 
fund and most of the time are unaware that they hold multiple accounts (in different 
funds). Default funds are the superannuation funds selected by the employer to which 
the employer makes a superannuation guarantee contribution for the employee in the 
absence of the employee’s choice of funds. There is often a loss of contact with 
members in the case of superannuation funds, resulting in the problem of ‘lost 
member’ superannuation accounts. A lost member of a superannuation fund is a 
member who is inactive and is unable to be reached. However, Cameron and Gibbs 
(2005) observe that many members are also committed and optimistic about their fund 
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and thus show reluctance to change. Fry, Heaney and Mckeown (2007) identify 
whether an increase in wealth leads investors to change their superannuation fund as 
compared to loss averse investors who prefer to stick to the same fund. They also 
show that wealthy investors are less inclined to change their funds as compared to 
poor investors because their degree of risk aversion reduces with an increase in wealth 
and, hence, wealthy investors are less concerned about changing superannuation funds. 
Moreover, they argue that new investors who have spent a short span of time in 
investments are more inclined to change their funds whereas older investors who are 
aware of market behaviour are less inclined to change their funds. Furthermore, 
investors with a low level of knowledge are shown to be inclined to change funds. The 
lack of knowledge creates unawareness amongst such individuals. Thus, they tend to 
ignore the underlying returns provided by superannuation funds and are also unaware 
of the market risk arising out of a change of superannuation funds.  
 
The ANZ survey (2008) on superannuation reflects member awareness of the 
superannuation structure in Australia. Their results reflect that half of their 
respondents are found to be members of only one fund and 43% possess more than one 
fund—out of which 28%, 9% and 6% possess two, three and more than three funds, 
respectively. Mostly young individuals in the age group of 25-44 years and those with 
a household income of $80,000 and above are found to possess more than one fund. It 
is observed that individuals in the age group of 18-24 years are found to be unaware of 
the number of funds they possess. ANZ (2008) reports that fees and the loss of funds 
are the two major problems associated with holding more than one fund. Their results 
show that many members mention the problem of dealing with multiple 
administration/management fees and multiple entry fees as the most likely problem of 
possessing more than one fund. However, we do not find any literature as to what 
financial planners think is the right number of funds to have. Following ANZ (2008), 
our research attempts to capture the opinion of financial planners’ in regards to the 
number of funds that they believe is beneficial for their clients to hold. The lessons 
learnt from ANZ (2008) and numerous other publications are that there is also a need 
to ask financial planners about their opinions about numerous other aspects. Table 2.1 
below summarizes the different aspects that are important to consider. 
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Table 2.1: Important Aspects to Consider in Superannuation 
  
Aspects Literature Review 
1. Categories of Funds 
a) Industry funds, public sector funds, 
eligible rollover funds, retail 
superannuation funds, corporate funds, 
self-managed superannuation funds and 
retirement savings accounts 
b) Industry funds,  corporate funds, 
public sector funds, self-managed 
superannuation funds, master trust 
superannuation funds, retirement 
savings accounts and eligible rollover 
funds 
c) Industry funds and retail 
superannuation funds    
d) Industry funds, retail funds, 
self-managed superannuation funds, 
corporate funds and public sector funds            
e) Industry funds, public sector funds,  
retail superannuation funds, 
self-managed superannuation funds, 
retirement savings accounts and private 
funds-bank/insurance  
 
Asher (2004) 
 
 
Rice and McEwin (2002) 
 
 
 
Industry beat (2004) and Newell 
(2006) 
Cameron and Gibbs (2005) 
 
ANZ (2008) 
2. Tax Rothman (2003), ANZ (2008), 
Ingles (2009), and Bateman and 
Kingston (2010) 
3. MySuper MySuper (2010), Stronger Super 
(2011), Bateman and Kingston 
(2012) and Buchan (2013) 
4. Superannuation Investments, Safety and 
Security 
 
 
 
Morling and Subbaraman (1995), 
Rothman (2003), Cameron and 
Gibbs (2005), ANZ (2008), 
Rothman (2011) and Clare (2013) 
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Aspects Literature Review 
5. Super Contributions Cameron and Gibbs (2005), 
Bateman and Kingston (2007), 
Fernandez (2007), Rothman (2011), 
MLC (2012), Clare (2013), 
Moneysmart (2013) and ATO 
(2013)  
6. Superannuation Fees and Disclosures Rice and McEwin (2002), Finch 
(2005), ANZ (2008) and ASIC 
(2011)   
 
7. Alternative Investment Methods 
 
Morling and Subbaraman (1995) 
and ANZ (2008) 
8. Relevant Information Sources ANZ (2008) 
 
2.4.3 Categories of Funds 
Asher (2004) studies four different types of superannuation funds (‘by trustee’, 
‘contractual parties’, ‘defined benefit’ and ‘through alternative investments’) and the 
costs associated with these funds. ‘By trustee’ covers almost every category of 
superannuation funds (with the exception of retirement savings accounts) managed by 
trustees, which are corporate bodies usually consisting of its own board of directors. 
The second type of funds is a fund by ‘contractual parties’ which is subdivided into 
four categories, namely, employer-sponsored funds, public offer funds, self-managed 
superannuation funds and initiated by previous funds [which include employer 
rollover funds (ERFs)]. The third type of fund is a defined benefit (DB) fund which 
provides returns based on statistical calculations. The last type of fund accumulation is 
‘through alternative investments’ where assets can be accumulated through various 
alternative investment options such as direct investments through shares, real estate, 
accumulation of assets through investment managers and through life insurance 
companies (for example, life insurance policies). His research explains that industry 
funds for public offer usually manage small accounts with no entry charges. Industry 
funds work as non-profit organizations as compared to retail funds, which are 
motivated to earn profits and involve a marketing function so as to attract new 
members and maintain existing ones. Regulatory and market failures may also 
increase the cost of retail funds as compared to industry funds which provide similar 
services at a very low cost. Moreover, the high cost of retail funds is a result of 
associated distribution costs. Distribution is one of the techniques adopted by trustees 
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as a marketing function to attract new members and to encourage existing members or 
their employers to continue contributing to the fund. The distribution cost in the case 
of retail funds involves assistance to members for (1) financial and budget advice, (2) 
tax and social security regulations and (3) the choice of manager and type of 
investment. He argues that although providing financial advice seems to be significant, 
the cost associated with the other two categories is unnecessary as regulations and tax 
structure can be simplified and investment advice does not add significant value. Thus, 
a major portion of the distribution costs for retail funds seem to be significant. 
Furthermore, he explains the cost of distribution in the case of self-managed 
superannuation funds (SMSFs). In this case, the cost of distribution arises out of 
complexities in understanding the tax structure and social security codes, as well as the 
administration involved in these funds. In contrast, corporate and public sector funds 
involve direct dealings with members or employers. Thus, distribution costs can be 
avoided. Rice and McEwin (2002) cover similar aspects that Asher (2004) discussed 
but add a discussion around employer-sponsored master trust funds which is a type of 
public offered fund. 
 
Industry funds experienced significant growth in early 2000 and became amongst the 
top performing superannuation funds, particularly in growth and balanced investment 
strategies. Industry superannuation funds play a dominant role in superannuation in 
Australia and property investments plays a major role in the asset allocation of these 
funds, as explained by Newell (2006). Furthermore, an article published in a magazine 
called Industry Beat in 2004 argues that industry funds are found to be more cost 
effective and provide higher returns in comparison to retail funds. Among the reasons 
that the two studies provided for cost-effectiveness are a low cost structure, no 
obligation to pay commission and no responsibilities of paying dividends to 
shareholders. 
 
Cameron and Gibbs (2005) and APRA (2007) state that with a change in employment, 
many employees automatically shift to another default fund and most of the time are 
unaware that they hold multiple superannuation accounts. However, many members 
are committed and optimistic about their fund and thus show reluctance to change. 
Cameron and Gibbs (2005) find such behaviour in fifty percent of the members who 
are not likely to change funds. Furthermore, those who consciously prefer to change 
funds want to do so for better returns, a different fee structure and to consolidate all of 
the funds. It is noted that the fifty percent of respondents who are likely to change 
funds prefer industry funds, about one-third prefer retail funds and a very small 
portion opt for SMSFs. The authors state that retail funds play a prominent role in 
consolidation because most of the members holding multiple funds are found to be a 
part of retail funds. Moreover, they notice a high level of satisfaction and returns in the 
corporate and public sectors. In addition, in terms of member satisfaction with funds, 
industry funds are observed to outperform retail funds. However, the performance of 
retail funds has not fallen far behind and has received a robust result for fund 
satisfaction. In the case of SMSFs, only a small portion preferred to join this category 
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of funds. Insufficient knowledge and expertise, a lack of professional skills, the 
inability or unwillingness to understand the system and the time commitment involved 
with managing the fund are some of important reasons found amongst respondents 
who do not prefer SMSFs. According to the report by ANZ (2008), SMSFs are more 
popular amongst members aged 45 years and above and families with an 
above-average income flow ($100,000 and above). With regards to the different 
categories of funds, ANZ (2008) states that industry funds are found to be more 
popular, with a membership participation of 33%, followed by 19% for corporate 
funds and, lastly, public sector funds and self-managed superannuation funds with 
membership participations of 18% and 14%, respectively.  
 
We observe that the literature around superannuation funds is more descriptive in 
nature as most studies try to explain the difference across funds in terms of costs and 
benefits. The lesson for us is that we must consider these aspects when carrying out 
research in this field. Interestingly, we find that the literature is silent on how 
behavioural biases and fundamental characteristic factors affect the choice of funds. 
2.4.4 Tax and Superannuation 
Rothman (2003) states that superannuation is a tax-preferred investment vehicle. 
Considering superannuation guarantee (SG), his results reflect that superannuation is a 
preferred tax-saving investment for people under all tax brackets, even during periods 
of low or negative returns. Rothman (2003) compares the tax advantage of 
superannuation with two of the alternative investments, namely, property investment 
and investment in one’s own small business, and argue that investments through 
superannuation are more tax advantageous as compared to the two other forms of 
investments. In contrast, Ingles (2009) observes the imbalance between 
superannuation tax concessions available to high-income and low-income groups of 
individuals. Ingles explains that superannuation tax concession is an efficient tool to 
increase retirement savings with concessions being offered on contributions made by 
the members in the fund, fund earnings and at the time of payouts to the beneficiaries. 
The tax concessions are found to be highly favourable to high-income earners falling 
under the category of 30% and above the marginal tax rate threshold and earning an 
income of $34,000 per annum and above. The benefits get overwhelmingly better for 
income earners falling under the marginal tax rate of 41.5% and 46.5%, respectively. 
The superannuation system does not maintain a balance between post-retirement 
‘income maintenance’ and ‘income support’. This means that high income earners are 
at a greater advantage in comparison to the low income group. The higher the income 
before retirement, the more tax benefits an individual is likely to receive to support his 
post-retirement income. Income earners below $34,000 are most likely to receive no 
benefits of super tax concessions except the option of co-contribution benefits 
available to them. Ingle (2009) concludes that the current system of tax concession is 
costly, more inclined to benefit high-income earners and is complicated in nature. His 
research canvasses a number of options for the betterment of the system. This includes 
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imposing a tax on superannuation funds during the payout stage (i.e. beneficiaries of 
the fund should be taxed when they receive payout from the fund) and abolishing the 
salary sacrifice arrangement. (Salary sacrifice is an arrangement under which an 
individual foregoes a part of his future salary to receive the benefits of the same value 
from his employer in the form of the contribution that the employer makes towards 
superannuation on behalf of the employee.) Moreover, the arrangement of tax on 
contributions and fund earnings (which is currently 15%) and tax on capital gains 
(which is currently 10%) should both be increased to 30% as this will be comparable 
to the marginal tax rate. The author explains that superannuation contributions can be 
taxed at individual’s marginal tax rate so that low-income earners can benefit from it. 
Furthermore, the ANZ survey (2008) on superannuation reflects that—when fund 
members were asked about the tax advantage of superannuation over alternative 
investments—more than half of the respondents were of the view that superannuation 
is taxed at a low rate as compared to other forms of investments. Females and 
individuals with a low level of financial literacy were amongst the respondents who 
are least likely to choose the ‘tax advantage’ option on superannuation. The report 
from ANZ documents that when respondents under 65 years of age were asked about 
the advantage of superannuation over other investment options, they gave more 
importance to the advantage of the low tax received on the contributions made towards 
superannuation. Bateman and Kingston (2010) undertake a comparative study of the 
Henry review and the government’s response to the review for the superannuation tax 
structure. The Henry review on Australia’s tax system in 2009-10 proposes that the 
government abolish taxes on compulsory superannuation employer contributions, 
instead taxing the contribution at a personal income tax rate less the offset where 20% 
was proposed as a possible value for the offset. Moreover, the investment and capital 
gains are to be taxed at a uniform rate of 7.5%. The aim of the review was to develop 
the superannuation system and to provide members and those with low-paying jobs 
with a better superannuation structure as compared to the alternative forms of savings. 
The committee recommended providing fair tax assistance and concessions on 
superannuation, thereby enabling people to manage their longevity risk through their 
own superannuation. The government’s response to this review was to increase the 
compulsory contribution from 9% to 12% by the year 2020 to solve the problem of 
inadequate superannuation balances at retirement. Furthermore, the government 
proposed contributing towards the superannuation of low-paid members (with incomes 
up to $37,000). Bateman and Kingston (2010) explain that both the Henry review and 
the government’s response ignore how to make the system more efficient. This 
analytical study on the government’s stand and the Henry review on the 
superannuation tax structure proposes giving members the choice of having either one 
or two superannuation accounts, where one account is taxed as per current regulations 
or as suggested by the Henry review and the other is taxed only during retirement at a 
marginal rate. This idea of holding a new account would allow for an easy purchase of 
lifetime annuities and would also prepare the market for longevity insurance. In 
addition, it would reduce the cost of an ageing population on taxpayers. Once more, 
we find that taxation is an important element in the area of superannuation that cannot 
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be ignored and, surprisingly, we find that the literature is silent on the behavioural 
finance side. 
2.4.5 MySuper 
The Australian government introduced MySuper for the benefit of members to give 
them a simple option against other superannuation funds. The aim behind MySuper is 
to overcome the limitations of the superannuation system by providing a universal 
default fund which is transparent, easy to understand and comparable to other 
superannuation funds (Stronger Super 2011). Bateman and Kingston (2012) state that 
the 2010 review of the superannuation system raised concerns that only a 40% 
participation level is observed among individuals who prefer to choose their own 
investment option. Therefore, in 2011, the government introduced the MySuper 
product in order to provide a comparable default fund that is simple and cost effective. 
The licensees of registered superannuation entities who are eligible to provide 
MySuper would have to pay their member’s contribution to the MySuper product 
unless the member opts out and chooses any other default fund. MySuper aims to 
provide a single diversified or lifetime investment strategy. The study highlights that 
investment fees and services remain the same for all the members of MySuper and 
administrative fees and insurance may vary across individuals. There are limitations to 
charging fees which include switching fees, exit fees and activity fees. MySuper is to 
be wholly or partly regulated by APRA and APRA is required to publish performance 
disclosures of MySuper products to facilitate its comparison with other funds 
(Stronger Super 2011). The Superannuation Industry Supervision Act, also known as 
the SIS Act of 1993, and other relevant regulations would require amendments so as to 
enable MySuper to involve the key features that distinguish it from other funds. As 
stated by Stronger Super (2011) and MySuper (2010), the features include a single 
diversified investment strategy, a regulated fee structure to prevent superfluous fee 
charges, a restriction on commission payments, simplicity in fund disclosures, a 
prerequisite to accept all type of contributions, a provision for life, Total and 
Permanent disability (also known as TPD) and income insurance where members have 
the option to opt out of insurance facilities, if not required. Furthermore, Stronger 
Super (2011) explains that MySuper encourages a requirement for a single pricing for 
all members across all participating employers. This means that trustees are required to 
offer a standard fee structure to all fund members which would not vary with the 
different employers. Stronger Super (2011) and MySuper (2010) also explain that, in 
order to meet the main objectives of keeping the product simple, transparent and 
comparable, trustees holding the MySuper license are permitted to offer only one 
MySuper product. However, in limited circumstances, the government plans to 
consider providing separate MySuper products under ‘separate brands’ within a 
regulated superannuation fund. Stronger Super (2011) explains that the term ‘brand’ 
does not mean a different product name or sub-plan for different employers but that it 
refers to different products offered by different companies within the same financial 
group. Furthermore, as proposed, MySuper involves a single investment strategy but 
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the government has also agreed to consider a ‘lifetime investment strategy’ for the 
MySuper product. The benefit of this strategy is that investments can be planned as per 
the age of the members. For instance, young members can afford to have a high risk 
and growth-oriented investments strategy as compared to old individuals who would 
favour conservative investments. However, the disadvantage of this strategy is that it 
is costly; the comparison of funds will become difficult for both the employers as well 
as members as the investment strategies would differ among members in such a case. 
It would also be problematic for APRA to publish simple, efficient and comparable 
data. Lastly, the paper discusses the scales and mergers of the MySuper fund. Scale 
refers to the assessment of net returns received from the fund; therefore, the trustees of 
each MySuper product are required to examine whether its MySuper products have 
sufficient scale. This is required to optimize the operating cost and investment 
opportunities so as to provide maximum benefits to the members of the fund.  
 
Buchan (2013) states that MySuper is believed to have a significant impact on other 
funds as its cost effective and ‘set and forget’ structure may call for strong competition 
from the default funds that will have to work harder in order to keep their members 
intact. To understand the impact of the MySuper reform with clarity, Buchan 
undertakes interviews of 12 CEOs and fund leaders of 11 superannuation funds to find 
out their views on MySuper. Most of the respondents are of the view that MySuper is 
not an efficient tool to increase members’ retirement savings with less risk. Moreover, 
MySuper is not seen as a threat to other funds’ member retention. Many respondents 
treated MySuper as a ‘non-event’ as they are of the view that it is not the MySuper 
reform per se, but the type of investment opportunities available to members that 
affect their retirement savings. MySuper should be seen as an opportunity by the funds 
to provide more valuable services to members. Buchan (2013) explains that in order to 
attract and retain members, it is essential for the funds to understand and work 
according to their members’ needs and that, while MySuper the way chosen by the 
government to increase the involvement of ‘disengaged’ individuals, it should also be 
seen as an opportunity for the funds to build a stronger relationship with the more 
‘engaged’ individuals. 
2.4.6 Super Contributions 
Contributions are important aspects of the superannuation industry that make 
superannuation a beneficial retirement savings tool. Cameron and Gibbs (2005) state 
that superannuation not only provides retirement security but that there are other 
benefits of the system that have not been properly explored. Their study finds that, 
apart from compulsory superannuation guarantee contributions, about 21% of 
members prefer to also engage in voluntary salary sacrifice for a healthier 
superannuation. They expect this contribution to increase in years to come. The 
realization of the need for adequate retirement savings and a desire to increase these 
savings and tax benefits associated with salary sacrifice are found to be the important 
reasons among members interested in salary sacrifice for adequate future savings. 
29 
 
Cameron and Gibbs (2005) further explain that an increase in contributions from 
members can be seen if the government also puts in a definite amount in order to make 
the system more attractive for members. It is found that members are usually 
optimistic about their fund and are interested in options such as co-contribution and 
salary sacrifice to have a better superannuation. The superannuation industry must 
consider it as an opportunity and separate from the compulsory superannuation 
guarantee contribution; the superannuation industry must therefore encourage 
retirement savings by promoting awareness of superannuation benefits. Clare (2013) 
finds that compulsory superannuation is particularly advantageous for women, 
divorcees and indigenous Australians and it is expected that the benefits from 
compulsory contribution will further improve with the proposed 12% increase of the 
superannuation guarantee rate. As voluntary contribution is not popular among many 
income groups, it is expected that lifting the concessional contribution cap for all 
individuals with additional assistance to those aged 50 years or above may encourage 
an increase in salary sacrifice and concessional contributions. This will particularly 
help in increasing contributions from people who are self-employed, which are 
otherwise found to be low as contributions through superannuation guarantee is largely 
restricted to employees. Clare (2013) argues that super co-contribution is a good 
initiative taken by the government to encourage voluntary contributions but at the 
same time it limits participation based on an individual’s income. Moreover, there is a 
lack of motivation to contribute an amount over and above $1,000. The author argues 
that recent cuts in the co-contribution rates and a relatively high matching rate of 
government co-contribution to the contribution made by the individual has made it less 
attractive to contribute any amount above $1,000. Bateman and Kingston (2007) also 
contribute to this debate by illustrating the effects of co-contribution at various income 
levels.  
 
The modifications of government superannuation policies and regulations have 
increased retirement incomes of those who are make compulsory superannuation 
guarantee (SG) contributions as well as also those who prefer to save by making 
additional contributions to their superannuation funds (Rothman 2011). Rothman 
indicates that an eventual increase in SG to 12% will improve the retirement savings 
of future retirees. However, in order to meet the requisite post-retirement living 
standards and to deal with the increase in longevity and risk of market variations, it is 
essential for individuals to set aside additional savings inside or outside 
superannuation or to delay the retirement age. Rothman (2011) states that the 
initiatives undertaken by the government to update superannuation policies, such as 
stronger super reforms, co-contribution, and an increase in pension age in 2009, have 
contributed to increasing retirement savings and encourage longer workforce 
participation (delayed retirement). Fernandez (2007) makes a comparative study of 
pre- and post-2007 superannuation reforms. Fernandez discusses the benefits of the 
superannuation reform introduced in 2007 which encouraged individuals to start 
contributing to superannuation funds from the early years of work life rather than 
postponing it until the last few pre-retirement years. Prior to 2007, superannuation 
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rules were regarded as complicated, which made the system difficult to understand and 
affected retirees irrespective of the amount they held in their fund. The complexity of 
the system forced people to seek professional advice and it was also time consuming 
to make sense of the complicated tax structure. The objective of the 2007 reform was 
to make the superannuation system easy to comprehend and to motivate individuals to 
save for retirement by providing incentives and flexibility to access the fund post 
retirement. The abolition of retirement benefit limits (RBLs), no compulsion on fund 
withdrawals to members above age 65, a removal of age-based limits for 
contributions―replacing it with simplified caps on concessional contributions of 
$50,000 and non-concessional contributions of $150,000―are some of the key 
features of the 2007 super reforms, discussed by Fernandez (2007). 
 
The 2012 federal budget includes superannuation changes such as a reduction in tax 
concessions on concessional contributions from 30% to 15% for high-income earners 
with incomes above $300,000 (See Moneysmart 2013). Although the change may 
discourage salary sacrifice among this group of individuals, when compared with the 
income tax levy, it is still considered beneficial to contribute towards superannuation 
as the tax levy on the incomes of these individuals will still be higher than the tax on 
additional salary sacrifice (MLC 2012). The key features of the current superannuation 
structure are increased compulsory superannuation guarantee rates over the next few 
years, removal of an upper age limit to contribute towards compulsory superannuation, 
MySuper and fair limits on contributions towards superannuation among different age 
groups. The concessional contribution cap for ages below 60 is $25,000 and it has 
increased from $25,000 to $35,000 for 2013-2014 for individuals 60 years old and 
above. It is expected that starting July 2014 this cap will be available to individuals 
who are 50 years and above and that there will be an efficient tax structure in place 
where tax will be levied at a marginal rate (plus an interest charge) on the amount 
exceeding concessional contribution caps rather than the top marginal tax rate. 
Superannuation contributions are usually taxed at 15% but contributions from 
individuals earning less than $37,000 annually will be rebated in the form of a 
government co-contribution. The aim is to support low income earners by returning 
the tax paid on contributions through a rebate (ATO 2013; Moneysmart 2013).  
 
Considering the changes in regulations as documented in the literature (contribution 
caps, co-contribution, superannuation guarantee rates), it is clear that it is important to 
consider these innovations when studying the area of superannuation. 
2.4.7 Superannuation Fees and Disclosures 
Rice and McEwin (2002) analyse the existence of high competition in the Australian 
superannuation fund industry due to the availability of different categories of funds 
and fees linked to superannuation funds. Strong competition forces suppliers to 
provide better value to the members of the funds, including superior investment 
performance, low management fees and the availability of necessary information for 
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fund members. The economies of scale associated with the fund, variation in the 
regulation of different funds, fund size, the total number of accounts held by the 
member, the type of investment of the fund, advisory costs and the variety of 
additional services provided to members (for example, insurance and the availability 
of options for investment) are some of the key reasons for variations in fees. The 
authors explain that services and regulations differ across funds and it therefore 
becomes complicated for fund members to understand the variety of fees charged to 
them.  
 
Finch (2005) studies the limitations of fee disclosure for investment funds in Australia 
and draws attention to the lack of reliability and comparability involved in the system. 
Investment funds in Australia encompass a large number of financial products such as 
superannuation, life insurance products, managed investments, equities and 
alternatives in savings and deposits and the number keeps increasing every year. With 
the availability of a number of options, it becomes difficult for investors to make an 
appropriate choice of investments. In addition, different investment funds have their 
own fee systems, which make it more difficult for individuals to understand the 
system. Investment funds are required to provide a public disclosure statement (also 
known as a PDS) as a public offer document that discloses the necessary information 
about fees and charges payable by the investor. Although the law requires a PDS to 
disclose necessary information such as the cost of the product, fees and other expenses 
related to financial products, the actual fees payable are still not properly disclosed in 
the PDS. Highlighting 17 common types of fees charged by different investment funds 
in Australia, Finch (2005) explains that the fees are charged either in fixed dollar 
amounts or as a percentage of estimated funds under management.  
 
Finch (2005) argues that as not all funds charge the same type of fees, the 
classification of the fees differs between different funds. This lack of standard norms 
hinders the simplicity, transparency and comparability of investment funds. Moreover, 
confusion between costs and fees is another major problem that has resulted from 
making the system ambiguous for investors. Without standard norms, it is difficult for 
investors to understand the fees and costs associated with the fund. Finch highlights 
that some superannuation funds have claimed to charge less fees but, on closer 
examination of these funds, it is observed that the expenses are deducted from fund 
investment earnings even before the declaration of unit prices and, thereafter, a small 
amount of fees are charged from the investor’s account. Thus, funds which claim to 
charge low fees actually deduct a majority of the expenses directly from the 
investment fund as a whole, and this has a limited or no disclosure in the product 
statements and thus results in low fees charged to the investor’s account, which are 
then disclosed in the product disclosure statement. Finch (2005) further explains the 
impact of exit fees on the investor’s account. This category of fees often goes 
unnoticed as compared to other fees that are charged to manage the fund. Ignorance 
about exit or termination fees may increase the individual’s liability in the future if 
they decide to leave their fund and move to another one. Finch (2005) explains that the 
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inadequate fees disclosure and lack of clarity about the purpose of the fees charged 
lead to a major industry fall in United States. In 2002, ASIC prepared a report that 
focused on improving the disclosure of fees and charges in the PDS. In 2003, ASIC 
released a policy response for its report which consisted of a template table that 
specified ‘significant and ongoing’ fees. The purpose of ASIC’s template table on 
significant and ongoing fees was to ensure simplicity in order to make the fee structure 
easy to understand, to make the disclosure of the fees transparent, to understand the 
purpose of charging the fees and to make it easier to compare the fees charged by 
different funds. ASIC’s fees template provides a brief description of about 12 common 
types of fees but the template does not encourage separate descriptions of a few 
regular fees such as performance fees, insurance fees and annuity fees. Moreover, 
ASIC’s model allows flexibility in fee disclosure in gross as well as net of tax and 
superannuation which is viewed as a complex tool, making it difficult for members to 
decipher if the fee disclosed is charged at a gross or net value—thus making it difficult 
for the members to compare the two funds. Finch (2005) furthermore points out the 
changes made in the 2005 Corporations Amendment Regulations which focus on 
providing standardized fee disclosures, explanatory examples for fees calculation in a 
PDS, and advisory warnings to investors about the impact of fees on investments as 
well as alerting them that a fee illustrated in a PDS should not be judged as a base for 
comparison for all the other fees because they differ for every investor as per his 
requirements and circumstances. To deal with this issue, the legislation encourages 
investors to use ASIC’s fees calculator to check the fee options. Finch argues that 
although the legislation aims to ease the system through standardized fee disclosures, 
fee illustrations and advisory warnings, it is still not a satisfactory approach to 
streamline the system for the efficient disclosure of fees. Rather, it may increase the 
cost as well as complications, making it difficult for members to understand the fee 
structure. In an attempt to simplify the fee disclosure system, ASIC (2011) provides 
guidance for the disclosure of superannuation fees and costs under the ‘enhanced fee 
disclosure regulations’ as well as a ‘shorter PDS’ regime. The regulation that requires 
the product issuer to meet certain requirements for the disclosure of fees and costs is 
referred to as the ‘enhanced disclosure regulation’. This regulation aims to provide a 
PDS with a standard disclosure of fees and costs template, provision of examples for 
annual fees and costs applied to the fund and a statement of advisory warnings for the 
various investment options of the superannuation fund. For most of the superannuation 
products, the shorter PDS regime has an eight-page restriction limit. These 
superannuation funds have to comply with the shorter and simpler PDS regime. The 
shorter PDS is considered to be a modified version of the enhanced disclosure 
regulation. For superannuation funds, a shorter PDS must contain abbreviated fees and 
costs for at least one investment option offered in the fund and the fees and costs of 
remaining investment options are released in a separate document as a reference to the 
shorter PDS. 
 
In addition to the requirement for the proper disclosure of fees, ANZ (2008) highlights 
the relevant information in a superannuation fund statement that is of interest to 
33 
 
members of the fund. It is observed that members are most likely to give priority to the 
current value of the investment and the rate of return received on it. Besides this, the 
other information that attracts member attention includes management fees charged to 
manage fund operations, issues related to fund operations which include checking if 
the fund is managed properly, the classification of investments and details of 
contributions made personally as well as by the employer. 
 
The lessons learnt from the literature reflects the current sentiment about fees in the 
market place in that there are too many fees, making it difficult for clients to 
understand. Although the literature identifies this problem, it does not tell us which of 
these fees are justified. 
2.4.8 Alternative Investment Methods 
Morling and Subbaraman (1995) conduct a comparative study between superannuation 
and non-superannuation saving methods whereby they show that people in Australia 
initially significantly relied on age pension. Age pension is a social security benefit 
provided by the government to those who are the requisite age and have also passed 
the required income and asset tests. Income and asset tests are the tests that assess 
whether the level of income received per year and assets owned by individual are 
sufficient to take care of his responsibilities and thereby decide eligibility for age 
pension. The access to age pension was restricted by the government during the 1980s 
in order to broaden the scope of superannuation and encourage private savings. The 
introduction of income test and assets test in 1976 and 1985, respectively, was a way 
of restricting access to age pension. At the same time, the government also undertook 
initiatives such as approved deposit funds (also known as ADFs) to increase the role of 
superannuation for retirement incomes. Approved deposits funds were introduced in 
1983, allowing for the rollover of superannuation fund accumulation by employees in 
the process of quitting their jobs in order to protect the employees from immediate 
taxation. ADFs provided individuals an opportunity to continue receiving compounded 
earnings on their rolled accumulated funds. During this period, a 3% employer 
contribution as a benefit to the employees was also introduced. This made 
superannuation an important tool for household savings. Furthermore, the introduction 
of a superannuation guarantee contribution (also known as SGC) in 1992 brought 
major changes to the system that introduced compulsory employer contributions to 
employees’ superannuation funds, complemented by employee voluntary contributions 
for better superannuation savings. Increases (decreases) in superannuation savings 
with decreases (increases) in alternative forms of savings depend upon the ‘degree of 
substitutability’ between the different forms of savings. This means that if 
superannuation is able to provide households with better retirement incomes, then it is 
most likely to offset other forms of savings. Savings under superannuation may be 
encouraged through the provision of concessional tax treatment as compared to what is 
provided by most of the other forms of savings and investments. However, people who 
are more concerned about the availability of liquidity and who have a fear of 
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uncertainties which they expect to encounter before retirement are less likely to value 
superannuation savings. Under such circumstances, people will find other forms of 
savings better than superannuation. Moreover, savers who are less knowledgeable 
about superannuation-related information (which includes their employer contribution 
rates, rates at which superannuation investments are accumulated over a period of 
time, and tax arrangements) and are unaware of fee structures are more likely to 
maintain other forms of retirement savings even when the superannuation system is 
performing well. The study discussed above, done by Morling and Subbaraman (1995) 
on superannuation and non-superannuation savings during the 1970s and 80s in 
Australia, finds that when other forms of savings are seen to have declined in a period, 
superannuation savings increase in that same period. The development of 
superannuation over a period of time has discouraged other forms of savings.  
 
ANZ (2008) evaluates the response of superannuation fund members under 65 years of 
age on their preference for superannuation over other investments. It is found that 
most of the respondents favour superannuation for the associated tax benefits 
associated, which include concessional tax treatment on superannuation contributions, 
tax benefits above age 60 and a tax-free status for superannuation on pension 
payments. Respondents also preferred superannuation over other investments because 
it is perceived as a secure low risk investment whereby money is locked in for a long 
period of time in order to receive its future benefits.  
 
This gives rise to a discussion about whether or not Australian financial planners value 
superannuation over alternative saving methods. Unfortunately, the literature is 
unsettled in this area as there are arguments in favour of superannuation being a strong 
alternative saving strategy. However, there are not many studies to support or 
counteract this argument and it is important to check whether superannuation is 
viewed as a viable alternative saving method. 
2.4.9 Relevant Information Sources 
The ANZ survey (2008) on adult financial literacy studies the various sources of 
financial information preferred by their respondents in order to deal with financial 
matters. It is found that the respondents with a high level of literacy show interest in 
publications and web sources (that provide information in the area of finance), prefer 
seminars and also show an interest in taking professional advice whereas respondents 
not showing interest in receiving information from any of the sources are mostly from 
low financial literacy groups, which include respondents in their early twenties, 
females and low-income earners. Older male respondents are found to prefer 
newspapers whereas males ages 25 to 44 are inclined to use the internet to receive 
financial information. Respondents aged 25 to 44 opt for professional advice from 
banks and mortgage brokers, as this is the age group of people who are likely to make 
real-estate investments, whereas young respondents are found to favour consulting 
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with family and friends as a source of information, rather than with trained 
professionals. 
 
ANZ (2008) also studies the sources of information used in three common types of 
investments, namely, equity/managed investments, term deposits/high interest savings 
accounts and real estate. In the case of equity and real-estate investments, 24% of 
respondents state that they receive information about their most recent investments 
through friends, family or work colleagues. This response is frequently observed 
among young respondents (18-24 years) and those between 25 and 34 years of age. 
The use of this source of information is more likely to be found among equity and real 
estate investors as compared to respondents (whose most recent source of investment 
is term deposit/savings accounts) who prefer banks and financial institutions as a main 
source of information. Besides the abovementioned, equity and property investors are 
found to use newspapers, magazines and the internet to obtain relevant financial 
information. In the case of real estate and deposit/savings accounts, respondents are 
observed to favour advertising as a preferred source of information. Furthermore, to 
deal with financial issues in the case of superannuation, government disclosures and 
financial institutions are found to be the preferred sources of information. In addition, 
the internet is also a favoured source of financial information about superannuation,  
followed by books, newspapers and magazines. To deal with financial issues related to 
superannuation, respondents with a high level of financial literacy prefer information 
from newspapers and magazines. Moreover, seminars and workshops are the preferred 
sources on superannuation by respondents working in professional and managerial 
positions. 
 
Efficient market hypothesis dictates that prices reflect all of the available information 
and that financial prices quickly incorporate all information. However, the literature 
review challenges this notion in that there is evidence that investors refer to other 
sources (such as friends and colleagues) which may be regarded as noise trading. 
Although the literature review refers to clients of financial planners, the literature is 
silent on whether financial planners operate on information or noise. 
 
2.5  Insurance 
2.5.1 Life Insurance 
The existing literature on life insurance highlights various socioeconomic factors that 
have influenced the demand for life insurance. Since World War II, life insurance has 
experienced substantial growth as stated by Browne and Kim (1993). Their research 
identifies the key factors that affect the international demand for life insurance and 
includes factors such as the number of financial dependents, national income, social 
security expenditures by government, inflation, the price of insurance and Islam (as a 
predominant religion) that influence life insurance. They show that (1) national 
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income is positively related to life insurance, (2) a higher income makes life insurance 
affordable, (3) the number of dependents is positively related to life insurance 
consumption, (4) inflation and price are negatively related to life insurance and (5) life 
insurance is found to be less important in Islamic countries.  
 
Greene (1954) argues that life insurance is not a hedge against inflation but, despite 
the distressing effects of inflation, individuals have not completely abandoned 
investing in life insurance for the sake of protection against future uncertainties. 
Neumann (1969) studies the effect of inflation on savings through life insurance 
during post-war years and reports that price expectation has no significant effect on 
savings through life insurance. Fortune (1972) criticizes Neumann’s study on the basis 
that there is a difference between future price levels and the expected rate of inflation, 
which Neumann’s theory fails to distinguish. Contrary to Neumann’s theory, Fortune 
(1972) concludes that there is a positive relationship between expected future prices 
and savings in life insurance. Fortune argues that the expected rate of inflation does 
have a negative impact on savings in life insurance but that it is counterbalanced by 
the effect of expected price levels. However, Fortune agrees with Neumann’s theory 
that inflation does not adversely affect life insurance savings.  
 
Anderson and Nevin (1975) examine life insurance purchase behaviours of young 
married couples. Their research looks at the amount and type of life insurance that 
young married couples prefer to purchase and identifies factors such as the education 
level of husbands, current and expected household income, net worth and pre-marriage 
life insurance portfolios, which influence life insurance purchase behaviour among 
young married couples. It is found that less-educated husbands and high and low 
income earners tend to purchase more life insurance as compared to educated 
husbands and middle income earners. In addition, the net worth of households and the 
insurance portfolios of women before marriage affect insurance purchase behaviour 
among the young married couples. Households having a high net worth tend to possess 
more life insurance. Similarly, women are observed to exercise a high influence on life 
insurance purchases as compared to men. Households with wives possessing life 
insurance before marriage tend to have greater amount of life insurance.  
  
Duker (1969) studies the difference between life insurance purchase behaviours of 
working wife families with fully-employed husbands and housewife families receiving 
similar incomes. The author finds that families with working wives spend substantially 
less on life insurance as compared to their counterparts. A working wife’s contribution 
is an additional source of income and social security benefit for the family, which may 
lower the need for life insurance consumption. In contrast, an increased income also 
increases family expenditures. Thus, in order to maintain the family’s living standard, 
this may make it difficult for working wives to contribute to life insurance. In addition, 
Duker (1969) argues that socioeconomic and cultural differences lead to variation in 
life insurance purchase behaviours. The low level of education and occupation indices 
observed among husbands of working wife families as well as infrequent timeframes 
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of working wives in the labour force may result in lower permanent incomes, and thus 
affect insurance purchase behaviour. Furthermore, Duker observes high premium 
expenditures among young housewife families as compared to working wife families 
when the working wife is expected to leave the work force to rear children and meet 
family-related responsibilities—resulting in an insufficient permanent income to bear 
life insurance premium expenditures. The demand for life insurance is also affected by 
seasonal components. Lenten and Rulli (2006) observe that the demand for life 
insurance in Australia peaks during the months of January to March, falls moderately 
between April and June, again starts increasing from July to September and then 
declines to its lowest point  between  October and December. The decline of 
demand during the summer season (October to December) may be due to the festive 
season when people are more optimistic and do not feel a need for life insurance. This 
is then followed by a rise in demand early the next year (January to March). During 
the early period of the year, it is possible that people return from the holiday break and 
start to focus on their financial welfare. 
 
Bernheim, Forni, Gokhale and Kotlikoff (2003) study the relationship between 
financial vulnerabilities and life insurance of couples approaching retirement. Their 
study finds that life insurance reduces financial risk. Furthermore, Burnett and Palmer 
(1984) observe fundamental and psychographic factors that influence insurance 
ownership. Burnett and Palmer show that education, income and number of children 
are significant fundamental factors that determine the amount of insurance. They 
report that an increase in any of these three factors leads to an increase in the amount 
of life insurance. Furthermore, psychographic factors such as individuals who have a 
tendency to take risk, people who do not believe in fate, people who are not concerned 
about price, those who have low geographical mobility, low information seekers, and 
those with a low self-esteem, a weak belief in company brands, a low level of interest 
in religion, a weak belief in traditional work ethics, low social involvement and a low 
dependence on government tend to own a high amount of life insurance. In contrast, 
belief in high community involvement, i.e. those who show interest in community 
activities but are unassertive (which means they are individuals who dislike stressful 
situations), prefer to own more life insurance as compared to their counterparts. 
2.5.2 Other Types of Insurance 
Besides, life insurance, which has been significantly researched, this study also 
explores other types of insurance, including trauma insurance, total and permanent 
disability, income protection, insurance for business expenses and insurance against 
critical disease. Unlike life insurance, the literature is limited in regards to the other 
types of insurance covered. 
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2.5.2.1 Trauma Insurance 
Haider et al. (2008) show that insurance has a strong impact on trauma patients. Their 
research considers the effect of race and insurance status independently of the 
mortality rates of trauma patients. Haider et al. report that African-American and 
Hispanic groups have a higher number of uninsured patients as compared to white 
groups. Besides race, uninsured patients were observed to have a higher mortality rate 
than the insured. In addition, the mortality rate is found to be higher for 
African-American and Hispanic patients possessing insurance as compared to white 
patients with insurance. Similarly, Greene et al. (2010) conduct a comparative study 
on the insurance status of blunt and penetrating trauma patients and show that 
insurance has a significant impact on the mortality rate of trauma patients whereby 
uninsured patients tend to have a high death rate as compared to insured patients. 
Similar to the studies mentioned above, Haas and Goldman (1994) also find that 
uninsured patients with trauma injuries receive less trauma care and resources and 
suffer mortality as compared to those who possess private insurance.  
 
Trauma insurance is still a relatively new concept in the existing literature and has 
been a neglected area in the Australian context. It is therefore important to study the 
effects of trauma insurance in financial planning. 
2.5.2.2 Income Protection Insurance 
Vodopivec and Raju (2002) state that unemployment insurance helps meet 
consumption needs in the absence of employment, helps deal with adverse shocks and 
aids in stabilising the economy. At the same time, unemployment insurance is found to 
discourage re-employment as the benefits of unemployment insurance may discourage 
workers to work hard enough to get the requisite jobs. The authors also discuss 
‘unemployment insurance savings accounts’ (also known as UISAs) which is a 
relatively new program for income support in which employers deposit percentage 
earnings for each employee. In countries like Chile, workers make regular 
contributions to these accounts. Upon separation from their employer, workers can 
make withdrawals from their savings accounts as per their requirement. However, the 
conditions in which a person may access the account may differ as per the country’s 
regulations. For instance, in Brazil, workers can access the accounts only in the case of 
involuntary separation from the employer. In addition, employers have to pay a certain 
sum of money as a penalty to individuals who have their jobs. In Australia, we find 
that the literature on income protection insurance is silent on this issue.  
2.5.2.3 Insurance for Business Expenses 
Main (1982) studies eight important factors that motivate the business insurance 
purchase decisions of chief executive officers of the largest manufacturing companies 
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listed in the Fortune 500. The results reflect that one of the strongest motivational 
factors influencing the respondents’ insurance purchase decisions is the protection of 
the company’s liquidity in situations of disastrous losses such as bankruptcy. The 
second important motivator is stability of earnings. As insurance controls the timing of 
expenses (meaning, insurance can be relied upon to meet uncertain expenses), big 
companies are able to maintain stability over losses. The third significant motivational 
factor according to the respondents is that insurance helps to improve the security of a 
company’s assets and reduces the cost of business capital. The fourth motivational 
factor according to the respondents is that insurance discloses the financial soundness 
of the company as insurance involvement provides information about the risk faced by 
the company. The fifth motivational factor is tax minimising in the event of loss. 
However, Main (1982) explains that the advantage of tax benefits is affected during 
inflation as tax laws usually allow companies to write off the book value of the loss 
but not the market value. Furthermore, respondents were asked to rate whether 
insurance is a bargain against a company’s expected losses. This refers to a situation in 
which the insured is more aware of the expected claims in comparison to the insurer. 
The author explains that this factor is rated as the third lowest factor. The other two 
lowest rated factors found are insurance requirements for bond covenants and security 
of the workers’ jobs. Mayers and Smith (1990) discuss factors such as tax, expected 
bankruptcy cost, risk sharing and efficient services which encourage corporations to 
purchase insurance. Tax incentives in the form of tax-exemption received by 
purchasing insurance is a motivational factor for corporations and the cost of expected 
bankruptcy can be reduced by shifting it to insurance companies. Moreover, insurance 
allows companies to share the burden of risk arising out of their businesses and 
insurance companies are specialised in their services; thus, they are able to provide 
efficient services at a low cost. 
 
A review of the literature suggests that insurance for business expenses is a thinly 
researched area in Australia and it is therefore important to carry out more research in 
this field.  
2.5.3 Premium Payments 
Duker (1969) studies the difference between life insurance purchase behaviours of 
working wife families and housewife families with fully-employed husbands in both 
types of families earning similar incomes. Duker finds that families with working 
wives spend substantially less on life insurance as compared to families with 
housewives. In addition, there is a possibility of economic or cultural differences 
between the two types of families which may be a reason for differences in family 
needs. The author observes a low level of education and occupation among husbands 
of working wife families. Moreover, irregularity in the timeframes of working wives 
in the labour force results in lower permanent incomes, and this may affect their 
insurance purchase behaviour. Thus, the low premium expenditures among young 
working wife families as compared to young housewife families may be due to the fact 
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that working wives leave the work force to rear children and meet family-related 
responsibilities. Irregularity in working wives’ labour force participation results in a 
low permanent income and, as such, working wife families may be unable to commit 
to long term life insurance premium expenditures. 
 
Beenstock, Dickinson and Khajuria (1986) consider various socioeconomic variables 
that influence demand and supply of life insurance which in turn determines life 
insurance premiums. Their results show that life insurance premiums are directly 
related to life expectancy, the number of dependents, interest rates and income but are 
inversely related to social security benefits. They explain this using the demand and 
supply model. A higher level of income increases the demand for life insurance as 
high income increases the affordability of life insurance purchases. The demand for 
life insurance also increases with the number of dependents as a fear of premature 
death increases the demand for life insurance among individuals to protect their 
dependents from hardship. Life insurance demand decreases with social security 
benefits. The provision of liberal benefits also reduces the demand. Moreover, the 
authors highlight a positive relationship between the supply of insurance and life 
expectancy and interest rates. An increase in life expectancy reduces the cost of life 
insurance cover. Similarly, high interest rates lead to increased profits for insurance 
companies. Thus, the premium income of these companies is positively associated 
with interest rates. Green (1954) studies past and future trends in life insurance 
purchase behaviours. Green observes a steady growth in life insurance purchases in the 
past as people treated life insurance as a savings program for the protection of their 
dependents and a premium was not regarded as a voluntary payment but as an 
expenditure that people bear over their basic necessities in order to meet future 
uncertainties. 
2.5.4 Inflation 
Greene (1954) argues that life insurance is not a hedge against inflation. Despite the 
distressing effects of inflation, individuals have not completely abandoned investing in 
life insurance for the sake of protection against future uncertainties. Greene explains 
that the benefits of fixed income savings that include life insurance tend to fall with 
rising prices. However, savings through life insurance still has its advantages such as: 
income tax advantages associated with life insurance; the insured has no responsibility 
to make investment decisions, he has to only pay a premium just like any other 
expense and is assured about the safety of his savings plan; the insured has guaranteed 
liquidity available; and, if planned efficiently, the insured can even receive a guarantee 
of automatic completion of the insurance plan in case of premature death.  
 
Neumann (1969) studies the effect of inflation on savings through life insurance 
during post-war years. To explain inflation, Neumann studies future price expectation 
as a main explanatory variable. The dependent variable in the research includes the 
purchase of ordinary life and term insurance as well as payment of first-year and 
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renewal premiums on individual policies. Neumann concludes that price expectation 
has no significant effect on savings through life insurance. Similar to other areas of 
insurance, we find that this is an unexplored area in the Australian context. 
2.5.5 Type and Amount of Insurance Purchase 
Anderson and Nevin (1975) examine life insurance purchase behaviour of young 
married couples. Their research includes a study of the amount and type of life 
insurance that young married couples prefer to purchase. The net worth of households, 
the women’s insurance portfolios before marriage and the influence of insurance 
agents affect the type of insurance purchased among the young married couples. Their 
results show that the net worth of households is positively related to the purchase of 
life and term insurance, meaning that high net worth households are likely to purchase 
more life and term insurance. The other influential factor observed concerns the wife’s 
life insurance portfolio before marriage, which is also observed to affect the type of 
insurance purchase by the household. Anderson and Nevin explain that households 
where the wife does not possess life insurance before marriage have a low degree of 
insurance purchase after marriage. The insurance purchase behaviour of wives before 
marriage plays an important role in deciding the type of insurance to be purchased by 
the households after marriage. Anderson and Nevin find that the frequency of 
purchasing term insurance after marriage is found to be highest in households if the 
wife possesses term insurance before marriage. Another important factor observed is 
the influence of insurance agents which significantly affects the type of insurance 
purchased by households. It is observed that agents prefer that their clients purchase 
cash value life insurance. This inclination towards cash value life insurance may be 
due to the high value commissions that they may receive from selling it.   
2.5.6 Financial Crisis  
Bernheim, Forni, Gokhale and Kotlikoff (2003) study the relationship between 
financial vulnerabilities and life insurance of couples approaching retirement. Their 
study finds that life insurance reduces the risk of financial vulnerabilities, but that 
there is a low correlation between insurance coverage and the risk of financial 
vulnerabilities. In addition, they show that life insurance reduces the impact of 
financial vulnerabilities for households who are found to be at risk due to a spouse’s 
death. It is also observed that households with more financial vulnerabilities are less 
likely to possess insurance whereas households with less financial vulnerability are 
more likely to possess insurance protection. We find that there is insufficient existing 
literature to adequately understand the impact of financial crisis on the different types 
of insurance, triggering interest in this area of research. 
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2.5.7 Tax Benefits  
Goode (1962) explains the favourable tax treatment available for life insurance. The 
amount received by the beneficiary due to the death of the insured is excluded from 
the taxable income under the life insurance contract, irrespective of whether the 
amount is paid as a lump sum or otherwise. However, if the amount of life insurance is 
paid for any reason other than death of the insured (for example, redemption or 
maturity of the account), the amount in excess of the total cost mentioned in the 
contract is taxable. The tax payer’s cost can be defined as a total premium and any 
other consideration paid less the amount already received either as dividends or in any 
other tax-free form. The advantage of life insurance over alternative investments is its 
favourable tax treatment which enables people to save and earn higher interest as 
compared to alternative investments. The author explains that the tax treatment is 
particularly advantageous to high income earners who fall under high income tax 
brackets. However, high income earners are less interested in savings through life 
insurance than individuals with moderate incomes. Favourable tax treatments on 
interest earned on life insurance are attractive for upper middle income earners, 
particularly individuals with fixed salaries or those who rely on professional fees as 
compared to individuals in high tax brackets. We find that the literature review in this 
area is obsolete and that there is a need to revisit this area. 
2.5.8 Uncertainty and Risk 
Covello and Mumpower (1985) highlight the historical nature of insurance as one of 
the basic and oldest strategies for managing risk. Freeman and Kunreuther (1997) 
study the importance of insurance in reducing environmental risks which includes 
risks due to natural hazards and technology. Five characteristics of insurance are 
discussed by the authors to make it an efficient risk management tool, namely, risk 
spreading, variance reduction, segregation of risk, promotion of loss reduction 
measures and monitoring and control. The first characteristic―the ability to spread 
risk―means that insurance companies collect premiums from a number of businesses 
and utilize these funds to meet unexpected losses, implying that the burden of risk of 
an individual business is spread across different businesses to meet any uncertain 
future consequences. The second characteristic is variance reduction which implies 
variance as a measure of risk of loss. Insurance companies issue several policies 
whose losses are independent of each other. As the number of such independent 
policies with the insurer increases, the variance decreases. Thus, an increase in the 
number of policies reduces the risk of loss for the insurer as the loss from one event is 
distributed among various events for which the insurer has issued insurance. The third 
characteristic discussed by the author is segregation of risks which refers to the 
categorization of groups as per the risk exposure. For instance, a person who is a good 
driver will be treated under the low risk category as compared to a person who is not a 
good driver. Considering risk as per individual characteristics, the type of business and 
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degree of risk involved enable insurers to distinguish between individuals and 
businesses falling under different risk categories and thus provide them with policies 
accordingly. Another characteristic studied by Freeman and Kunreuther is loss 
reduction measures that encourage individuals and businesses to adopt techniques 
which can help them reduce the risk of losses. This implies that insurers offer benefits 
such as a reduction in insurance premiums to those individuals and businesses who 
take measures to reduce the risk. For instance, a person who is a smoker may be 
charged more by the life insurance company than a non-smoker. Lastly, monitoring 
and control refers to keeping an eye on the policy holders. This is done to ensure that 
they are meeting standards. Insurance companies may carry out inspections themselves 
or get them done by certified inspectors. Insurers issue policies to the individuals or 
businesses once the inspection certificate has been received.  
 
Although there is an abundance of studies on insurance, we find that the literature fails 
to consider new insurance policies adequately and whilst the international literature is 
rich, the Australian literature is relatively poor. 
2.5.9 Fees and Commissions 
Cupach and Carson (2002) examine the effect of fees and commissions on insurance 
agents recommending insurance policies to clients. Their research is motivated by the 
assumption that commissions paid to agents lead them to provide biased advice to 
clients. The authors linked compensation in the form of commissions and fees to 
insurance products to identify if there is any relationship between compensation and 
product recommendations made by the insurance agents. However, their results 
indicate that fees and commissions compensation neither affect the amount nor the 
type of insurance recommended by the insurance agents to their clients. Hoffman, 
Howe and Hardigree (1991) study the ethical behaviour of insurance sales agents and 
report that there is no relationship between ethical education and ethical behaviour of 
insurance sales agents. Agents who received ethics education significantly encourage 
other sales agents to recognize unethical activities as compared to their less 
ethics-educated counterparts. Cupach and Carson further identify that successful 
agents who achieve high sales are found to engage in more unethical behaviours. They 
explain that there is an increase in unethical behaviour when young agents are 
influenced by high sales achieving agents. In addition, when high commissions are 
associated with high sales, it further contributes to such unethical behaviour. The 
proposed solution for this issue is an ethics education program. Anderson and Nevin 
(1975) examine the amount and type of life insurance that young married couples 
prefer to purchase and argue that insurance agents influence the type of insurance they 
purchase. It is also observed that agents prefer that their clients purchase cash value 
life insurance as there are high value commissions attached to it. 
 
One of the problems that we find in the Australian context is that there are a large 
number of fees that are charged to customers and these fees are regarded as high. We 
44 
 
reviewed the literature to understand which of these fees are justified but, 
unfortunately, the literature does not provide an answer to this question. 
2.5.10 Health Insurance 
In order to create a balance between the private and public sectors, the Australian 
government introduced an initiative called the lifetime community rating. In this 
scheme, the health funds charge different premiums as per the age of an individual 
when he or she first takes out health insurance cover. The motivation of designing the 
scheme is to encourage individuals to join a health fund early in life and to maintain 
their membership afterwards. People who take out hospital cover with a private health 
fund before age 30 have the benefit of paying low premiums as compared to those who 
delay opting for such cover. People who opt for hospital cover after age 30 will be 
charged with a 2% premium loading (above the premium payable by the person 
joining at age 30) for every year they delay joining (See Australian Government, The 
Department of Health; Health Insurance Comparison; Wilcox 2001). 
 
In consideration of the lifetime community rating scheme, this research aims to 
understand financial planners’ opinions about whether or not there is any possibility 
that the lifetime community rating may discourage the purchase of other insurance 
policies, which the current literature fails to address. 
 
Denniss (2005) studies the effect of income on private health insurance and shows that 
high income and wealth lead to high participation in private health insurance. It is 
observed that, in Australia, only 24% households with an income below $25,000 per 
year possess private health insurance as compared to 69% of households with an 
income above $100,000 who have private health insurance coverage. Similar to 
household income, an individual’s personal income is also positively related to health 
insurance. This means that increases in personal income lead to increases in the 
coverage of individuals under private health insurance. Furthermore, the author 
segregates people covered under private health insurance as per the different life 
stages. It is found that young dependents and young, single parents have the least 
amount of private health insurance. Moreover, among young people, couples with 
children and a household income less than $40,000 have less private health insurance 
as compared to households with an income above $40,000. With regards to older 
couples, those with incomes above $40,000 are found to have high private health 
insurance coverage. Furthermore, the classification of these older couple households 
reflects that households with no children have more private health insurance coverage 
than those with children. In addition to income, private health insurance coverage 
increases speedily with an increase in an individual’s wealth. It is observed that only 
13% of people with savings or investments less than $1,000 have private health 
insurance coverage as compared to 77% of people who have investments above 
$500,000 and who have insurance coverage. During the 2004 election, the assistance 
given to older people in the form of a high rebate in order to increase the affordability 
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of private health insurance coverage neglected younger families with low incomes, 
particularly those with children. The lesson that we learn from this literature is that it 
is important to consider other kinds of insurance policies, including private insurance 
health cover. 
2.6 Fundamental Factors 
2.6.1 Gender 
Bajtelsmit and Bernasek (1996) explain that women are more conservative with 
investments than men. The reason for high risk aversion in women is that they inherit 
less wealth, making them likely to exhibit high risk aversion in investments. 
Moreover, household responsibilities result in women contributing less towards 
investments due to a shorter life span of women in the workforce as a result of family 
responsibilities. Bajtelsmit and Bernasek explain that women are observed to receive 
investment advice on less risky assets from investment advisors as the advice given by  
advisors is based on the perception that women take a conservative approach towards 
investments. The investment decisions made by women may differ from those made 
by men in two aspects. Firstly, the type of information available to women (for 
investment decisions) may differ from men and, secondly, their ability or inclination to 
use the available information in decision making may also differ from men.  
 
Jianakoplos and Bernasek (1998) use US sample data to determine that single women 
are more risk averse than single men and married couples. However, increased wealth 
reduces risk aversion among single women but single women are still found to be 
relatively more risk averse as compared to single men. Higher risk aversion also leads 
to less wealth. Jianakoplos and Bernasek also identify a range of demographic factors 
such as age, education, race and the number of dependents in households which 
determine investment decisions. Powell and Ansic (1997) conduct experimental 
studies to examine gender differences in risk susceptibility and the strategies adopted 
in financial decision making and find that females are more risk averse in comparison 
to males. However, there is no significant difference found in the abilities of both 
males and females in financial decision making. Furthermore, Hallahan, Faff, and 
McKenzie (2003) identify low risk tolerance levels in females in comparison to males. 
Besides gender, other fundamental factors, including income, age and wealth, are also 
found to be significant determinants of risk tolerance.  
 
Embrey and Fox (1997) examine the gender differences in risk tolerance between 
single women and single men. Their study does not find gender to be a significant 
determinant in investment decision making. Although women are found to be more 
risk averse in comparison to men, the reason for risk aversion and differences in 
decisions to invest in financial assets may differ between men and women purely due 
to differences in the availability of wealth and the inheritance they possess. There is 
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also evidence in the existing literature that there is no significant gender difference in 
risk investments (See Johnson and Powell 1994; Schubert, Brown, Gysler, and 
Brachinger 1999; Grable and Joo 1999). Wang (2009) explains gender as a 
determining factor in an investor’s financial knowledge as well as risk-taking ability. 
Using survey data on investments in mutual funds, Wang studies two aspects of 
financial knowledge, namely, objective knowledge and subjective knowledge. 
Objective knowledge is the availability of accurate information to the investor whereas 
subjective knowledge deals with an individual’s level of confidence in his knowledge. 
Male investors are found to have greater financial knowledge (which includes both 
objective and subjective knowledge) and thus take more risk as compared to female 
investors. Financial planning in Australia is predominantly a male-dominated industry 
and little is known about gender differences in decision making in financial planning 
in Australia. 
2.6.2 Age 
Mueller et al. (1980), Agarwal, Driscoll, Gabaix and Laibson (2009) and Tymula et al. 
(2013) examine the difference between decision making of young and elderly 
individuals and find that elderly people are slow in decision making as compared to 
young individuals. Furthermore, Agarwal, Driscoll, Gabaix and Laibson (2009) and 
Tymula et al. (2013) explain that the cognitive abilities of individuals develop over the 
life-cycle and gradually decline with age. Cognitive ability can be defined as an 
individual’s skill to understand and perform any task from the simplest to most 
complex form. Agarwal, Driscoll, Gabaix and Laibson (2009) find that old and young 
individuals are less efficient in decision making and make more financial mistakes as 
compared to middle age individuals since middle aged individuals have more 
experience as well as analytical cognitive ability. Similarly, Tymula et al. (2013) find 
that old and adolescent individuals are more risk averse as compared to middle aged 
individuals. It is also observed that in the situation of gains, older adults are found to 
be more risk averse in comparison to their young counterparts while, in the case of 
losses, older individuals are high risk seekers. Riley and Chow (1992) explain that the 
risk averse tendency is more common among older investors who are inclined towards 
fixed income investments as compared to young individuals who are less risk averse 
(as they have sufficient time to recover from losses arising from any investment) and 
middle aged individuals who are well established and have sufficient wealth 
accumulation. Riley and Chow (1992) and Schooley and Worden (1999) show that 
equity investments increase with age and then gradually decline as an individual 
approaches retirement. Their research states that individuals move from secure to risky 
investments during their lifespan but reallocate themselves back to secure investments 
during old age. The phenomenon of an increase in the capacity to deal with uncertainty 
and make rational and efficient decisions through adulthood, which is then observed to 
decline with age, is defined as a ‘U-shaped function’ in the existing cognitive 
literature. It thus explains the changes in decision making over a lifespan. Contrary to 
this, Hershey and Wilson (1997) study the level of confidence between four groups 
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which include (young and old) trainees and (young and old) novices where they find 
that level of knowledge, experience and self-esteem are the deciding factors in 
estimating an individual’s performance. Overconfidence and incorrect judgements are 
found more in young novices as compared to young trainees who seem to be 
under-confident in their decision making. However, such differences were not seen 
among old individuals (trainees as well as novices) who may possess high levels of 
experience arising from the various incidences that they must have come across during 
their lifetime. In the area of financial planning, little is known on how older, middle 
aged and young financial planners differ in their decision making. 
  
2.6.3 Income Level 
Riley and Chow (1992) observe income as an important factor in an individual’s risk 
preference and asset allocation strategies. They report a negative relationship between 
income and risk preferences where risk aversion appears to decrease with an increase 
in an individual’s income. Low income households are observed to be highly risk 
averse, the major reason being constraints on the family budget due to limited income. 
Sung and Hanna (1996), Shaw (1996) and Grable and Joo (1999) also find income to 
be a significant variable in determining an individual’s risk tolerance level—the higher 
the income, the greater is the degree of the person’s risk tolerance. Sawady and 
Tescher (2008) conduct a study to understand the ‘reasoning system’ of low income 
earners towards financial decision making that can help financial institutions design 
their products and services in order to meet low income earners’ needs. Reasoning 
systems refer to the core beliefs of individuals that guide them in decision making. It is 
suggested by the authors that financial institutions need to understand the short term 
requirement of low income earners as, due to income insecurity, low income earners 
may not be able to make long term investments. Moreover, financial institutions must 
consider that low income earners should not feel neglected because of their low 
earning status. The emotional needs of low income earners―such as the development 
of trust and the inculcation of loyalty by encouraging long term relationships with 
them and showing them respect―must be taken into account by financial institutions 
in order to develop innovative methods to approach them. Unfortunately, there is a 
lack of such studies in the Australian context.  
 
2.6.4 Marital Status 
Similar to Anderson and Nevin (1975) and Duker (1969), Grinstein-Weiss, Zhan and 
Sherraden (2006) compare the saving performance of married and unmarried 
individuals belonging to a low income group. Their results identify minor differences 
in that married individuals have more savings than unmarried individuals. Embrey and 
Fox (1997) study gender differences in investment decisions. Their research segregates 
the investment choices made by men and women, considering their relationship status. 
Investment decisions are noticed to be a function of demographic and behavioural 
factors that include tendency toward risk aversion, education, employment as well as 
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an individual’s financial situation which decides their choice of investments. Divorced 
women are found to be risk averse. The authors found that older divorced women who 
expect inheritance are likely to prefer housing investments whereas wealthy widows 
with no inheritance prefer business investments. For their part, men who are risk 
seekers, divorced, old or college educated prefer risky investments. However, Joo and 
Grable (2001) do not find marital status to be a significant variable. Their study on 
help seeking behaviour for retirement planning show that marital status does not play 
an important role in determining which individuals prefer to seek help from 
professionals for retirement planning decisions. Furthermore, Sung and Hanna (1996) 
study marital status as a significant determinant of an individual’s risk tolerance level. 
Their findings show that the risk tolerance level of married couples is more like the 
households that are headed by males in that they have a high tolerance for risk as 
compared to female-headed households. According to this literature, marital status is a 
determining factor in financial planning.  
 
2.6.5 Residency Status 
Cox and Blake (1991) explain that the benefits of managing cultural diversity provide 
a competitive advantage to organisations. Their research discusses the potential 
benefits of diversity in the workplace and categorizes the relevant steps to achieve it. 
Organisations that are unable to cope with employees from dissimilar backgrounds 
suffer substantial competitive disadvantages as compared to those who are able to 
manage it. Individuals in the workplace from different cultures provide many potential 
benefits such as an efficient cost structure, increased market reputation, increased 
flexibility that includes the ability to adapt to changes taking place in the organisation, 
and creative and innovative aspects in the organisation where the different 
perspectives of the individuals possessing varied degrees of experience can be 
considered. This leads to effective problem solving and efficient decision making. 
Basu and Altinay (2002) examine the cultural and entrepreneurial differences between 
six immigrant groups in London. Their research finds that immigrants perform 
differently from each other in many ways. The attributes such as reason for migration, 
tradition and religion, education, family business background and family networks 
influence the entrepreneurial behaviours of these groups. We find that the literature is 
silent on the behaviour of financial planners who are born outside of Australia.  
 
2.6.6 Education 
Meyer (1977) discusses education as an important element that has a powerful impact 
on society. The study generates argumentative grounds for education by introducing 
two competitive standpoints: the socialization model and the allocation model. While 
the socialization model explains that education imbibes values and competence among 
people, the allocation model explains education as a set of rules which firmly defines 
49 
 
their abilities. Riley and Chow (1992) and Schooley and Worden (1999) explain that 
education plays an important role in identifying the degree of risk taken in portfolio 
investments. Their study observes that individuals qualified with higher education 
show greater contributions in equity securities and thus are less risk averse. Similarly, 
Grable and Joo (1999), Sung and Hanna (1996) and Shaw (1996) state that education 
is an important determinant of an individual’s risk tolerance. There is a positive 
relationship between education and risk tolerance which means that the higher the 
education level, the greater is the individual’s risk tolerance level. Furthermore, Wang 
(2009) explains that an investor’s behaviour and risk taking ability is affected by the 
level of his financial knowledge. Their study evaluates two different aspects of 
financial knowledge, namely, objective knowledge (the availability of accurate 
information to the investor) and subjective knowledge (an individual’s level of 
confidence in his knowledge) which determine the investor’s level of risk tolerance.  
 
Cull (2009) and Cowen, Taylor and Blair (2006) draw attention to the emergence of 
the financial planning industry as a profession in Australia where education plays an 
important role. Cull (2009) explains that the introduction of the Financial Services 
Reforms Act (FSRA) in 2002 required education in financial planning. Financial 
planning at present in Australia requires educational competencies which in turn have 
also led to the emergence of a number of educational courses at various Australian 
Universities. Bruce and Gupta (2011) examine the education and training structure of 
financial planners in Australia which is dominated by private providers as compared to 
universities and TAFE colleges where most of the financial advisers qualify at the 
diploma or advanced diploma level. Due to less educational competency, financial 
planning still functions as an industry rather than a profession. A profession refers to a 
group of individuals who adhere to requisite ethical standards and possess specific 
knowledge and skills in a particular area of discipline and also exert expert skills in the 
interest of others. The Financial Planning Association (FPA), which is the largest 
professional organisation for the financial planning community in Australia, is aware 
of the importance of education in order to establish financial planning as a profession 
and it makes efforts to raise its standards. This includes making it a requirement for 
members to have a bachelor’s degree in order to attain FPA’s CFP qualification, which 
is the highest practitioner designation. Furthermore, at a national conference in 2010, 
FPA announced that from July 2013 onwards all of its new members will be required 
to have bachelor’s degree as a minimum qualification in order to be accepted as an 
associate financial planner. Moreover, the Australian Security and Investments 
Commission (ASIC) requires that anyone engaged in providing advisory services is 
required to have a minimum qualification and level of training as per ASIC’s 
Regulatory Guide 146 (RG146). Given the recent implementation of education 
standards in the financial planning industry, we do not yet have any literature that 
documents its effects. 
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2.6.7 Type of Organisation 
Bracker and Pearson (1986) study the importance of sophisticated planning and its 
influence on the financial performance of small firms. Their results reflect that firms 
adopting structured strategic plans lead to increased financial performance as 
compared to unstructured firms. Moreover, firms with long planning histories 
outperform firms which have shorter planning histories. Young firms are found to 
outperform old firms due to their structured and long planning histories. Sophistication 
in planning develops with time, availability of the requisite resources and managerial 
efforts. Furthermore, there is no significant difference found between large and small 
firms; however, large firms have a low rate of labour expenditures as compared to 
small firms. Taylor (1996) studies the reasons for opting for self-employment over 
paid employment. Their results show that the expectation of high earnings and 
independence in work makes self-employment desirable. However, individuals who 
are risk averse and need job security are inclined towards paid employment. Moreover, 
self-employment becomes more attractive if the individual has a security of paid 
employment in the case of failure in self-employment. The authors also specify that an 
individual’s marital status, parent occupation types, housing equity (availability of 
wealth and access to capital markets) and the industry in which they work are positive 
and significant determinants of self-employment. Based on this literature, it is 
important to study the impact of the type of organisation on financial decisions in 
Australia as this information is currently inexistent. 
 
2.7 The GFC 
The fall of US housing prices in 2007 led to a large number of defaults by 
homeowners on their mortgages. The housing bubble burst also brought financial 
institutions under great pressure. Several financial institutions such as Merrill Lynch, 
Bank of America, Citibank and AIG suffered major liquidity problems. The liquidity 
shortfall, which initially started in the US, eventually spread to the rest of world 
(Masood, Aktan, and Pariente 2010). Hormats (2008) states that a large amount of 
USA-based troubled securities were sold in foreign countries, which gradually 
weakened the global economy. Thus, the crisis spread like a virus throughout the 
world. Originally the crisis came to be known as the subprime crisis, and then later 
became known as the global financial crisis (GFC).  
 
The GFC had an impact on many developed countries, including Australia. Chesters 
(2012) argue that the GFC lead to a slowdown in the Australian economy in 
2008-2009 following 15 years of continuous growth. Chesters documents a decline in 
the value of the Australian dollar which resulted in a fall of stock prices and in turn 
increased the price of imports and decreased the price of exports. Other aspects 
documented are the downfall in property prices and superannuation—which affected 
the wealth of Australian households. The impact of the GFC on share prices and 
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superannuation is found to be one of the main reasons for the decline in wealth of 
many Australian households. Furthermore, considering the household wealth data 
from 2006 and 2010, with at least one person in the household above 50 years of age, 
the author observes a general decline in household wealth due to the GFC as well as an 
increase in inequality in the distribution of wealth between wealthy and poor 
households in 2010 as compared to 2006. Finsia (2009) conducts a survey that 
highlights the opinion of finance industry professionals on Australia’s stronger 
position in weathering the global downturn. The professionals consider Australia’s 
adequate financial regulatory environment, effective banking and federal government 
system as the main factors that gave Australia a stronger position during the crisis. 
Furthermore, a majority of professionals believe that decreased liquidity risk is one of 
the major reasons for the GFC. Besides this, the other major underlying causes of the 
GFC include high leverage investment strategies and credit risk, which was 
widespread. In addition, participants believe that rating agencies in Australia need 
better regulation. Moreover, the biggest challenge faced in the Australian financial 
services sector as a result of the GFC is to restore investor confidence in the financial 
services industry and financial markets. The GFC affected the superannuation system 
in Australia, leaving many fund members with negative returns since the introduction 
of the superannuation guarantee in 1992 (Gerrans 2012). 
 
Furthermore, the Australian government’s Department of Health and Ageing (2012) 
conduct a study using survey methodology and a focus group of baby boomers to 
identify the impact of the GFC. It is observed that the impact of the GFC was much 
smaller on the Australian economy than other countries such as the US. A modest 
increase in unemployment rates and superannuation imbalances are noticed in the 
Australian economy. Around 40% of baby boomers were found to be financially 
insecure during the GFC. This includes women, retirees, those with low incomes and 
those who have the poorest state of health. The research further notices the impact of 
the GFC on baby boomers’ financial satisfaction, retirement plans and superannuation 
decisions. The GFC lead working baby boomers to rethink their retirement plans. For 
instance, some baby boomers decided to postpone retirement and to increase voluntary 
contributions towards their superannuation while others decided to withdraw 
superannuation balances early at the expense of a tax bonus. The GFC lead retirees to 
think of either cutting their expenses or returning to work. In a similar fashion, Kendig 
et al. (2013) conduct a study on ageing baby boomers in Australia, which includes a 
study of a focus group as well as survey methodology to identify the impact of the 
GFC on baby boomers. The research involves retirees and participants who are closer 
to retirement. It is observed that participants in the focus group express greater 
concern about financial security. Working participants express their intention to put 
retirement plans on hold and to continue to stay employed whereas those who are 
already retired talk about returning to employment. Survey responses show less 
financial dissatisfaction among participants than in the focus group. However, the 
author states that, as compared to other domains of life (such as daily activities, social 
contacts and family life), financial satisfaction is lower in the survey responses. People 
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with low incomes, those who rely on age pension, retirees with unpaid mortgages and 
women are found to be financially less satisfied during economic shocks like the GFC. 
In addition, retirees, in general, are found to be financially less dissatisfied than 
working participants. This can be because the finances of retirees are assumed to be 
less volatile than those of the working group. Considering the existing literature, we 
find that it is important to control for the effect of the GFC when assessing financial 
planning. 
 
2.8 Conclusion 
Chapter 2 reviews the existing literature to assess whether the research questions asked 
in this thesis have been answered previously. In order to answer the research 
questions, we have to consider three aspects of the literature which fall under 
behavioural finance, financial planning and fundamental characteristics. In particular, 
this chapter assesses the interactions between these three elements. The literature 
review shows that self-serving bias, overconfidence, loss aversion bias and 
representativeness bias are the major behavioural biases but fails to enlighten us on 
how these biases affect the decisions of financial planners. The literature on how 
fundamental characteristics (such as gender, age, income level, marital status, 
residency status, education and type of organization) affect financial decisions exists 
to a limited degree and is predominantly from an international perspective. After 
reviewing the literature, we can conclude that there is a major gap as to how these 
fundamental characteristics influence the decisions of financial planners (particularly 
those in Australia). The literature review in the area of financial planning focuses on 
retirement planning, superannuation, insurance and investments. The lessons that we 
have learnt from this chapter enable us to identify the financial instruments that 
financial planners use but, at the same time, we observe that a number of new 
instruments are not documented in the literature. Overall, this literature review 
identifies numerous gaps in the literature which this thesis attempts to bridge. 
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CHAPTER 3: METHODOLOGY 
3.1 Introduction 
 
This research aims to provide a comprehensive overview of financial planning 
practices in Australia, which includes the theory and current practices in financial 
planning, fundamental and behavioural aspects of financial planners, and the impact of 
the global financial crisis (GFC) on financial planning. The motivation to conduct this 
study is the lack of academic evidence on the behaviour of Australian financial 
planners. A survey of financial planners is deemed to be an appropriate method to 
address the objective of this study. 
 
The research undertakes a survey in alignment with the field and the existing literature. 
One of the major drives of this research is to document new financial planning 
practices that the current literature fails to consider in the four areas of financial 
planning under study, namely, retirement planning, superannuation, insurance and 
investments. Before the final survey questionnaire was drafted, interviews were 
conducted with financial planners to understand and ‘pen down’ contemporary 
financial planning practices. Interviews were also conducted with several academic 
experts working on similar theories to capture their views on the behavioural aspects 
of financial planning. This research undertakes a fundamental analysis of financial 
planning and explores the behaviour of financial planners. 
 
The scope of this survey examines the general information from financial planners and 
the survey employs behavioural questions to identify the four behavioural biases of 
financial planners, namely, self-serving bias, overconfidence, loss aversion and 
representativeness bias. Lastly, this thesis also contributes to the discussion on the 
impact of GFC in Australian financial planning. Statistical and econometrics methods 
are used to analyse the responses. 
 
The purpose of this chapter is to discuss the methodology used in this research. The 
sections outline the following: the research objectives of the survey (Section 3.2), the 
research method (Section 3.3), data analysis (Section 3.4) and the conclusion (Section 
3.5).  
 
3.2 Research Objectives 
 
This research is carried out to achieve a number of objectives. The main aim of the 
research is to examine the theory and practices of financial planners in Australia and to 
identify whether Australian financial planners are prone to behavioural biases. The 
research further studies how these biases influence the related financial variable, which 
forms an important part of an individual’s decisions while furnishing his monetary 
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resources. Interviews were conducted to incorporate current market practices in the 
four areas of financial planning. Furthermore, a review of the existing literature (see 
Chapter 2) shows that fundamental factors such as gender, age, and education may 
affect the decisions that financial planners make for their clients (See Figure 3.1). 
Another objective of this research is to test if the fundamental factors under study 
affect financial planning in Australia. 
 
 
Figure 3.1: Fundamental factors that can affect Australian financial planning 
 
The next objective is to assess the importance of the behavioural biases and their 
impact on financial planners’ decision. It should be noted that this is one of the major 
gaps identified in the academic literature. This work explores whether Australian 
financial planners are prone towards the four behavioural biases, namely, the 
self-serving biases, overconfidence, loss aversion and representativeness bias. We then 
examines if various components of financial planning–which includes, retirement 
planning, superannuation, insurance and investments–are affected by these 
behavioural biases (see Figure 3.2). This research thus aims to design a valuable 
process-theory for financial planners in Australia. 
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Figure 3.2: Behavioural biases that can affect Australian financial planning 
 
The final key objective of this research is to investigate financial planners’ reaction on the 
impact of recent GFC on financial planning.  
 
 
3.3 Research Method 
 
To achieve the research objectives, a number of research approaches are adopted. Using 
the lessons learnt from the academic literature review, the first draft of the survey 
questionnaire was designed. The first draft of the questionnaire was then discussed in a 
number of meetings (interviews) held with financial planners in order to align the existing 
literature with current market practices. Similar interviews were conducted with academic 
experts who work on similar theories of behavioural biases to gather insights on the 
current literature and models. The information gathered in these meetings and interviews 
was combined with the existing literature to design the final draft of the survey 
questionnaire. This second draft of the questionnaire (see Table 3.1) was pilot-tested 
among the industry practitioners and, based on the feedback, a final questionnaire was 
designed. The final survey questionnaire was then sent to Australian financial planners via 
the postal service and an online web-link was created to make participation easier. To 
increase the response rate, follow-up emails as a reminder were implemented. The data 
from the survey was gathered and processed using t-test statistics and confidence intervals. 
The ordinal regression model is used as a robustness test to analyse the data set. This 
chapter follows the approach undertaken by Ramiah et al. (2014, 2015). 
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3.3.1 Interviews 
 
In an effort to bridge the gap between the existing academic literature and current market 
practices, ten formal interviews with financial planners and academics were conducted 
between the period of August 2012 to October 2012. Before conducting each interview, 
participants were provided with the research cover letter and a plain language statement to 
clearly explain the purpose, procedures, rights, risks and benefits of participating in this 
study (See Tables 3.2 and 3.3 for a copy of the cover letter and the plain language 
statement). During the interviews, financial planners were required to answer several 
mandatory questions related to the four areas of financial planning which include 
retirement planning, superannuation, insurance and investments. Interviews were also 
conducted with academic experts working on similar theories to gather insights on the 
current literature. With due permission from participants, the discussions during the 
interviews were recorded and participants had the right to cease recording, opt not to 
answer any question or to withdraw their participation at any time without prejudice. The 
interview responses are anonymous and we will not disclose the identity of these 
participants at any stage of this research. There were no perceived risks associated with 
the research outside of the participants’ normal day-to-day activities. 
 
3.3.2 Ethics approval 
 
Ethics approval was granted by the Human Research Ethics Committee of the Royal 
Melbourne Institute of Technology (RMIT) prior to conducting the interviews and survey 
of Australian financial planners. Permission from the ethics approval committee is 
required before conducting any research that involves interactions with human 
participants. The application for ethics approval was sent to the RMIT Human Research 
Ethics Committee 30 working days prior to the formal interviews. The project 
classification was identified as Risk Level 2 from an assessment of the level of risk to 
participants according to the Risk Classification of Research Projects guidelines. The 
completed application form provided the following details: (1) title of project, research 
investigators, and discipline/school involved in the research project; (2) research details 
(including the scope of research, aim and significance, methodologies adopted, research 
timetable and research funding); (3) participant details (characteristics of participants, 
source of participants, means by which participants are to be recruited); (4) an estimation 
of the potential risk to participants and project classification and details concerning any 
other ethical issues; (5) informed consent; (6) privacy and confidentiality of the data 
which includes details about security arrangements for data storage; (7) source of funding 
and availability of research outcomes; and (8) other approvals and declarations by 
researchers. The ethics approval allowed us to conduct both the interviews and the survey. 
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3.3.3 Survey Questionnaire Design 
 
Linsky (1975) explains that mail surveying is a popular research method in many 
disciplines such as education, psychology, sociology and business because of its ability to 
gather data from large samples at a relatively low cost. Dillman (1991) also explains mail 
surveying as a cost effective method of collecting desired information from a sample 
population. As compared to telephone and face-to-face surveys, it is helpful even to small 
businesses, agencies and institutions to conduct quality surveys. However, considering the 
existing research on mail surveying, Dillman (1991) discusses four important sources of 
error that may affect its results: sampling, non-coverage, measurement and non-response 
error. Non-response error is observed as one of the major errors that offsets mail 
surveying (See Yu and Cooper 1983). This error occurs when respondents do not respond 
properly to the survey questions. Over decades, there has been ample research done to 
increase the response rate of mail surveying. For example, Linsky (1975) explains three 
efficient ways to improve the response rate, namely, mechanical and perceptual factors 
that include preliminary notification and follow-up, and motivational factors which 
include discussion on anonymity, the provision of cover letters and the use of deadlines. 
Other motivational rewards include monetary and non-monetary (cash) rewards. Similarly, 
Greer et al. (2000) shows that well-structured and shorter questionnaires retain the interest 
of participants. They also suggest that the content of the questionnaires is the most 
influential factor that can stimulate high participation. Researchers must therefore focus 
on the structure of the questionnaire and the information desired from it. Sponsorship of 
the survey and the provision for postage of prepaid reply envelopes are also important in a 
mail survey. In regards to question design, Greer et al. (2000) suggest that closed-ended 
questions are preferred over open-ended questions. Open-ended questions are beneficial 
in situations where researchers desire facts from the participants whereas closed-ended 
questions are useful in situations where respondents are asked about their opinion or 
numbers. Furthermore, Sudman and Bradburn (1982) favour closed-ended questions as it 
is time efficient. Both open-ended and closed-ended questions are asked in this research 
although, in order to reduce the time and effort required to complete the questionnaire, 
most of the questions in this survey are closed-ended questions. A series of several 
open–ended questions are asked to the respondents in the survey which cover the four 
areas of financial planning and the effects of the global financial crisis. These questions 
were designed to allow respondents to express their opinion on the impact of the GFC on 
specific areas of financial planning. More specifically, this research follows the 
methodology undertaken by Ramiah et al. (2014) who studied the behaviour of Australian 
corporate treasurers. 
 
The first step of this study was to design the questionnaire. The presumptions were set 
and tested for each and every question. This allowed us to ensure that the presumptions 
set for every question would be able to meet the research objectives. Questions were 
asked in four main categories, namely, general information about the participants, 
financial planning practices and policies, and behavioural biases-related identification. 
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The questions were designed on the basis of input gathered from the literature review and 
interviews. The methodologies of capturing the behavioural biases are discussed in turn. 
 
3.3.4 Question Design 
 
This research used the survey method for data collection to achieve its research objectives 
as mentioned in Section 3.2. The questionnaire designed for the survey is structured 
around six sections which include four areas of financial planning, namely, retirement 
planning, superannuation, insurance and investments. The other two sections reflect 
organization performance, the impact of the GFC on the financial planning industry and 
financial planners’ opinions on the strategies and regulations in the above mentioned 
areas of financial planning. The questions in each section were designed based on the 
extensive literature review as well as suggestions received from financial planners and 
academics during the interviews and pilot test. The questionnaire includes closed-ended 
as well as open-ended questions. As suggested by Greer et al. (2000), closed-ended 
questions are preferred by respondents over open-ended questions. The majority of the 
questions in this survey are closed-ended questions. The motivation is to keep the interest 
of the respondents intact, to increase the response rate, to save the respondents time and to 
obtain the necessary information required for this research. Reja et al. (2003) conduct a 
comparative study between open- and closed-ended questions in web survey 
questionnaires. The benefit of open-ended questions is that participants are able to provide 
diverse responses without restricting themselves to the limited options offered in the case 
of closed-ended questions. However, open-ended questions create the problem of coding 
the responses and it is tedious to decipher the respondents’ replies. On the other hand, 
closed-ended questions give clear responses that can explicitly distinguish a participant’s 
reply under the various categories of questions available. Moreover, open-ended questions 
suffer from the problem of missing data. This includes difficulty in obtaining relevant 
information from the participants. For instance, the authors explain that it becomes 
difficult to receive the appropriate response if a question requires only one answer. 
Open-ended questions involve problems such as explaining the question using appropriate 
words so that the objective is achieved as well as difficulty with the layout of the question. 
Moreover, the problem of missing data also includes ‘non-responses’ which is observed to 
be higher in the case of open-ended questions as compared to closed-ended questions. 
Several open-ended questions are asked in the last section of the questionnaire which 
includes the impact of the GFC on the four areas of financial planning and several other 
questions are designed to receive financial planners’ opinions on the strategies and 
regulations in financial planning. The majority of the questions are designed using a five 
point Likert scale where respondents were asked to rate the importance of factors in the 
four areas of financial planning. In such questions, the Likert scale ranges from ‘0’ to ‘4’ 
(where ‘0’ stands for ‘not at all important’ and ‘4’ stands for ‘very important’). The first 
section of the questionnaire focuses on retirement planning. Based on the literature review 
and interviews, this section is designed to document financial planners’ opinions on the 
appropriate age for retirement planning of their clients, their level of concern for clients 
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when they do not have an appropriate retirement plan, and other factors (for instance, 
inflation, tax, savings pattern, etc.) which influence clients’ retirement planning. 
 
The next section deals with superannuation. Participants were asked to rate the 
importance of the various factors considered when advising their client on superannuation. 
These factors include: 
 
1) Types of funds (for instance, industry funds, public sector funds, self-managed 
superannuation funds) 
2) Tax 
3) Investment horizon  
4) Safety and security 
5) MySuper product 
6) Contribution caps (include concessional/non-concessional/co-contribution by the 
government) 
7) Superannuation guarantee 
 
This research considers the opinion of financial planners concerning these factors, which 
has not been covered thus far in the existing research. Apart from the above mentioned 
factors, this research also covers financial planners’ opinions on alternative investment 
methods such as savings in a bank account, age pension, equity investments, long term 
treasury bonds, diversified growth mutual funds and property investments over 
superannuation. Furthermore, their opinion on the different types of fees and important 
disclosures in superannuation fund statements (which financial planners think are helpful 
to their clients to understand fund statements and relevant information sources that 
financial planners refer to in order to make superannuation decisions for their clients) are 
considered under this research. 
 
The third area of financial planning covered is insurance. The different type of insurance 
policies and the likelihood of financial planners recommending these policies to clients at 
different life stages were considered. Insurance is well documented in the literature but 
certain types of insurance products have been ignored in prior research. Life insurance is 
the most common type of insurance that has been studied. The other types of insurance 
policies such as trauma insurance, total and permanent disability, income protection, 
insurance for business expenses and insurance against critical diseases are still a neglected 
area under the existing research framework. This study covers financial planners’ 
opinions on the importance of these various types of policies and their clients’ needs for 
them at different life stages. The financial planners were also asked to rate the 
significance of the above mentioned policies which they think should be made 
compulsory for their clients’ benefit. Not all financial planners deal with the four areas of 
financial planning under study. Thus, respondents were asked to skip any section that was 
not applicable to them. 
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The fourth area covered under this research is investments. Behavioural biases questions 
were designed in this section to identify if financial planners are prone to the four 
behavioural biases under study. The questions were designed by reviewing behavioural 
finance literature as discussed in Chapter 2. The study of behavioural biases in financial 
planning is a unique contribution of this research. The approach followed to design the 
questions related to behavioural biases is discussed below. 
 
3.3.4.1 Overconfidence Bias 
We adjusted and adapted the methodologies described by Teigen and Jorgensen (2005) 
and Speirs-Bridge et al. (2010) to design our questions for these biases. Questions 9.2, 9.3 
and 9.4 in the questionnaire were designed to capture either overconfidence or low 
confidence. In question 9.2, we report the December cash rate of 3% and respondents 
were asked to forecast the June 2013 cash rate. It should be noted that the survey was 
carried out prior to June 2013. Additionally, respondents were asked to state how 
confident they were in their forecasts. Two approaches were used to measure for 
confidence levels. The first method is to ask whether the cash rate will either increase, 
decrease or stay stable (see question 9.2) and we refer to this approach as the ‘general 
model’. The second approach is to break down the forecast into more specific forecasts. 
Question 9.3 shows the various intervals that were provided as possible answers. The 
spread in the intervals are small as the cash rate tends to change by around 25 basis points 
per quarter in Australia. The breakdown allows respondents to slow down and reflect on 
each interval possibility (Speirs-Bridge et al. 2010) before making a decision. 
Subsequently, we asked the respondents to comment on their confidence level in 
predicting the interval that they have selected (See question 9.4). We refer to this second 
measure as the ‘specific model’. 
 
The general model is applied as follows. We used questions 9.2 and 9.4 (a) in the 
following manner to detect overconfidence, low confidence and no confidence bias. The 
observed cash rate for June 2013 is 2.75% and a respondent who has a successful forecast 
would have selected ‘decrease’ in question 9.2. If the same respondent selected ‘0’ or ‘1’ 
in question 9.4 (a), we classified the respondent as exhibiting low confidence bias. Where 
a respondent fails to forecast the cash rate (i.e. selecting either ‘increase’ or ‘stay stable’ 
in question 9.2) and selecting ‘3’ or ‘4’ in question 9.4 (a), we classify the subject as 
exhibiting overconfidence bias. Any other outcome is considered as no bias originating 
from the confidence level.  
 
Conditions for Overconfidence and Low Confidence Bias 
 
General Model 
Low confidence 
(1) Expected value for question 9.2 is ‘decrease’ and 
(2) Expected value for question 9.4 (a) is either ‘0’ or ‘1’ 
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Overconfidence 
(1) Expected value for question 9.2 is either ‘increase’ or ‘stay stable’ 
(2) Expected value for question 9.4 (a) is either ‘3’ or ‘4’ 
 
Specific Model 
Low confidence 
(1) Expected value for question 9.3 is ‘less than 0.03%’ and 
(2) Expected value for question 9.4 (b) is either ‘0’ or ‘1’ 
 
Overconfidence 
(1) Expected value for question 9.3 is ‘not less than 0.03%’ and 
(2) Expected value for question 9.4 (b) is either ‘3’ or ‘4’ 
 
Questions 9.3 and 9.4 (b) are used to compute the specific model described above. The 
correct answer is ‘less than 0.03%’. Any financial planner who forecasted the right 
answer and selected ‘0’ or ‘1’ in question 9.4 (b) is labelled as exhibiting low 
overconfidence. When the financial planners failed to forecast the cash rate and selected 
‘3’ or ‘4’ in question 9.4 (b), we classified them as overconfident. The specific model is 
used as a robustness test and, according to Speirs-Bridge et al. (2010), overconfidence 
decreases when intervals are used. The proposed models are able to measure either 
overconfidence when respondents failed to forecast the cash rate or measure low 
confidence when the respondent was successful in forecasting the cash rate. The 
limitations of our model are that (1) it does not capture overconfidence when there is a 
successful forecast and (2) it does not capture low confidence when there is an incorrect 
forecast. 
3.3.4.2 Self-Serving Bias 
Miller and Ross (1975), Babcock and Loewenstein (1997) and Ramiah et al. (2014) define 
self-serving bias as a situation where individuals tend to attribute their successes to their 
own abilities/internal factors and tend to blame external factors for their failures. Using 
this definition, we derived five questions to measure for any potential self-serving bias. 
Questions 9.1 and 9.8 are combined to test for self-serving bias whereby ‘own financial 
advice’ represents internal factors and ‘the macroeconomic environment’ denotes external 
factors. Question 9.1 provides a scenario where the financial planner is experiencing 
losses (failure) and question 9.2 shows a case where the analyst is outperforming the 
industry average (success). Any respondent selecting ‘3’ or ‘4’ in questions 9.1 (b) and 
9.8 (a) is classified as exhibiting self-serving bias. Similarly, if respondents rate ‘0’, ‘1’, 
or ‘2’ under the above situations, one can conclude that they are not prone to the 
self-serving bias. Any other outcome from these two questions belong to the ‘others’ 
category. Babcock and Loewenstein (1997) draw on the principle of Hastorf and Cantril 
(1954) to argue that self-serving bias can also be observed when an individual operates as 
part of a team and labelled it as ‘role dependent evaluation of information’. We use 
questions 9.5 and 9.9 to develop an alternative test (robustness test) in the form of the 
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‘role dependent evaluation of information’ self-serving bias. On this occasion, 
‘negligence’ and ‘dedication’ are used as internal factors and the macroeconomic 
environment remains the external factor. Any respondent selecting ‘3’ or ‘4’ in questions 
9.5 (b) and 9.9 (a) is classified as exhibiting ‘role dependent evaluation of information’ 
self-serving bias. Question 9.7 is a red herring where we distract respondents from what 
we are trying to measure. 
3.3.4.3 Loss Aversion Bias 
Kahneman and Tversky (1979) explain loss aversion bias as a situation where individuals 
prefer to avoid losses over acquiring gains (prospect theory). In a subsequent paper, 
Tversky and Kahneman (1991) illustrate that the intensity of pain arising from losses are 
felt deeper than the happiness arising out of gains. With these two studies in mind, we 
adapted and augmented the methodology by Ramiah et al. (2014) to design our question 
(see question 9.6) for loss aversion bias. We define a gain as an increase in the value of 
the client’s return on investment and a loss as a decrease in the value of the portfolio. We 
hypothesize that the pain experienced by the respondent in the case of a fall in percentage 
value of an investment will be more than the happiness derived from an increase in 
percentage value of the investment. To that end, we asked respondents to comment on a 
10%, 20% and more than 20% change in the value of their clients’ investment. 
Furthermore, we argue that the outcome will vary depending on the client’s risk 
tolerance/profile. For this reason, we added three more scenarios to our question and we 
accommodated for a variety of client bases, namely, a recent graduate, a mid-age 
professional and a professional near retirement. The first client is a recent graduate and is 
framed as a typical 22 year-old with less than one year of work experience. The second 
client is a professional with an above average income level—in their mid-40s working full 
time―and the third client is a professional near retirement and with around one million 
dollars in their superannuation account. We followed Kahneman and Tversky (1979) and 
Tversky and Kahneman (1991) to set up the conditions for loss aversion bias and we used 
the first client (see question 9.6 Client Profile #1) to illustrate our design. For a 
respondent to be categorised as exhibiting loss aversion bias, the difference between any 
of the following paired questions, (a) (i) and (b) (i); (a) (ii) and (b) (ii); and (a) (iii) and 
(b) (iii), must be negative. A negative value for pair (a) (i) and (b) (i) indicates that the 
intensity of happiness from the gain is lower than the intensity of pain from the loss for a 
10% change in the value of the investment. Similar conditions apply to all of the other 
pairs in the question. 
3.3.4.4 Representativeness Bias 
The fourth behavioural bias considered in this research is representativeness bias. Tversky 
and Kahneman (1974) and Barberis, Shleifer and Vishny (1998) explain 
representativeness bias as a tendency to rely on stereotypical patterns and trends to make 
decisions. Furthermore, individuals tend to follow the latest pattern when there is 
additional information provided in the last round. We designed two questions (see 
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questions 9.10 and 9.11) to capture this bias and the respondents were exposed to two 
hypothetical scenarios. Question 9.10 presents the first scenario where a company 
experiences an increase in investment growth rate of 12% every year for eight years 
followed by a decline of 4% per year for the subsequent four years. The high growth 
period represents the first pattern and the decline in the subsequent period represents the 
latest pattern with the new information arrival. We asked the respondents about the 
likelihood of (1) investing in this company and (2) investing in other companies with 
similar characteristics. We classify a respondent as exhibiting representativeness bias 
when a respondent overlooks the first pattern, puts more emphasis on the latest pattern, 
does not advise their client to invest in this company and discards other companies with 
similar characteristics because the respondent fails to consider the entire probability 
distribution of return. We reversed the conditions and provided a different scenario 
whereby a firm performs poorly in the first pattern and improves in the subsequent pattern 
(see question 9.11) to test for any asymmetry in representativeness bias. 
 
In addition to the abovementioned behavioural biases, this research also considers 
fundamental factors (as mentioned in chapter 2) such as gender, age, income level, marital 
status, residency status, education and type of organisation. These factors were considered 
to understand their influence on financial planners’ decisions. The general questions were 
designed based on Ramiah et al. (2014, 2015) and refer to question 1 in table 3.7 of the 
questionnaire for an example. This section also includes general information on industries 
in which financial planners’ prefer to invest on behalf of their clients. In the case of 
fundamental factors, there were two categories of gender (male and female), four 
categories of age (from below 30 to above 60), three income levels (from low to high), 
five categories of marital status (which include not married, married, de facto, divorced 
and widowed), and three categories of residency status (which include Australian citizen 
who is born in Australia, Australian citizen who is born overseas and Australian 
permanent resident). In the case of education, this research includes seven education 
levels which include no formal education, certificate, diploma, undergraduate degree, 
master’s and above, certified financial planner certification and RG146 compliant and 
three areas of education, namely, accounting, finance and law. The type of organisation 
includes large financial organisation, boutique firm and self-employed. The industry 
factor includes 13 ASX-listed major industries in order to identify the investment 
preference of financial planners for their clients. The questionnaire provides the options 
‘do not wish to answer’ and ‘other’ in situations when respondents are unwilling to 
provide an answer or their preference is not covered in the options provided in various 
categories.  
3.3.4.5 Pilot Test 
The second draft of the questionnaire was distributed to 12 experts in the field (consisting 
of financial planners and academics) and served as a pilot test. The second questionnaire 
draft contained eighteen questions and was nine pages long. Considering the length of the 
questionnaire, it was divided into six sections in an effort to make the structure of 
64 
 
questionnaire easy to understand for respondents in order to keep their interest intact until 
the end. The pilot test was conducted among a sample of ten financial planners and two 
academics and, based on their suggestions, several minor amendments were made to the 
questions to make it effortless and simple to comprehend. On average, it took around 30 
minutes to complete the survey. Although the length of the questionnaire was not a major 
problem, we obtained valuable feedback on how to improve the structure and design. 
Based on the feedback, amendments were made to reduce the level of difficulty and to 
make the questions easier to understand. Minor changes and spelling and grammar 
corrections were also made. The motivation to conduct a pilot test was to design a brief, 
concise, simple and salient questionnaire with an effort to prioritise questions of greatest 
significance. 
 
3.3.5 The Questionnaire 
The final version of the survey contained a cover letter, a plain language statement and a 
questionnaire (See Tables 3.5, 3.6 and 3.7). The questionnaire was structured around six 
sections and contained 18 questions. It required an estimated completion time of 30 
minutes. Bezhani (2010) and Truell, Bartlett, and Alexander (2002) explain the benefits of 
following an online method of data collection. Bezhani (2010) argues that online 
questionnaires make participation easy and efficient as respondents do not have to worry 
about mailing back their feedback. Truell, Bartlett, and Alexander (2002) compare the 
response rate, response speed and response completeness of online and mail survey 
methods. The authors find that the response speed and response completeness for online 
surveys is higher than for mail surveys. Moreover, they do not find any significant 
difference between the return rates of each method. Considering the existing research and 
in order to increase the response rate, the next logical step is to design an online version 
of the questionnaire. This research developed a quick response (QR) code reader to make 
it easy and time efficient for respondents to participate in the survey. Through the ‘QR 
code reader barcodes’, participants were able to take the survey using their smart phones. 
This barcode was displayed on the final copy of the questionnaire sent to respondents. 
The online version of the questionnaire can be viewed on your mobile device by scanning 
the QR code. The online questionnaire was also made available to participants via a link 
included in the survey’s cover letter. Note that the cover letter along with a plain language 
statement and a survey questionnaire were sent both by email and by post. 
 
An online questionnaire was created on Qualtrics, online software used to create online 
surveys which is free and easily made available by RMIT to support its privacy- sensitive 
research activities. The online questionnaire was pilot tested before it was used in the final 
survey. Minor changes in the form of spelling and grammar corrections were made. The 
final version of the online survey can be visited using the following URL: 
https://rmit.asia.qualtrics.com/SE/?SID=SV_2mbT1sLTzcBRqOp.  The online results 
were designed to be sent to the researcher’s email address at girija.chowk@rmit.edu.au. 
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3.3.6 Sample Selection 
 
The targeted respondents of this research were Australian financial planners. Following 
Ramiah et al. (2014, 2015), the final draft of the questionnaire was sent to around 1,019 
financial planners in Australia with a goal of increasing the participation rate. The 
database of financial planners was built based on publicly available information on the 
Financial Planning Association’s official website, the Yellow Pages and other Internet 
sources. We explored the possibility of working with ASIC, ASX and IRESS to obtain the 
mailing information of financial planners and we explored the possibility of working with 
Australian business reporters (e.g. Australian Financial Review and Smart Investors). 
None of these avenues were fruitful. Most of our database is built from the information 
available on the Financial Planning Association’s website where the contact details of 
financial planners are available but there were a few discrepancies (for instance, the 
financial planner either changed locations or left the workplace) which impacted the 
response rate. The contact details included name, position, company name, and mailing 
and email addresses of financial planners in Australia. The questionnaire was mailed by 
post as well as email to the financial planners. In order to avoid duplication of work, 
participants were asked to not to respond twice. To increase the participation rate, 
follow-up emails were also sent to the financial planners. 
 
3.3.7 Delivery and Response 
 
A survey package containing a cover letter, a plain language statement, a questionnaire, 
and a postage-prepaid reply envelope was distributed to 1,019 Australian financial 
planners predominantly listed with the Financial Planning Association in April 2013. In 
an effort to increase the response rate (see Linsky 1975), follow-up emails were sent two 
weeks after the questionnaire was distributed. The targeted respondents were informed 
about the availability of the online version of the questionnaire and that they could 
participate in the survey by scanning the QR code barcodes mentioned on the 
questionnaire through their smart phones for an easy access to the survey. The reply 
deadline was set to 17 May 2013. Although Dillman (1991, 2000) and Greer et al. (2000) 
recommend a monetary incentive to increase the response rate, we did not follow their 
recommendation. Instead, we promised an advanced copy of the survey results for free 
upon their request. 
 
In total, 122 participants responded by mail and 40 participants used the online 
questionnaire. As there is a tendency for businesses to relocate or to close their practices, 
we received 106 envelopes noted ‘return to sender’. In total, we had a response rate of 
17.7%. Given the length of the questionnaire (requiring 30 minutes to finish) and the 
target respondents (industry professionals), this response rate is considered a good 
response rate when compared to other qualitative work conducted in finance. For instance, 
(1) Ramiah et al. (2014, 2015) conducted a survey among working capital managers and 
received a response rate of approximately 9%, (2) Graham and Harvey (2001) received a 
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response rate of 9% for a survey among 4,400 chief financial officers (CFOs) and (3) 
Trahan and Gitman (1995) obtained a 12% response rate in a survey of 700 CFOs. 
Consistent with existing research (see Ramiah et al. 2014, 2015; Mavis and Brocato 1998; 
Weible and Wallace 1998), this study finds that the postal response is higher than the 
online version of the survey. 
 
3.3.8 Data Confidentiality 
 
As per the terms of our agreement with our respondents, responses will be kept 
confidential and participants will not be identified at any stage of research unless asked to 
do so (by the court of law in order to protect others from any harm or participants provide 
researchers with a written document). With this degree of confidentiality, results will be 
presented at finance conferences and published in peer-reviewed journals in aggregate and 
the readers of our results will not be able to identify any of our respondents. 
 
3.3.9 Data Security 
 
The research data is being (and will be kept) securely under RMIT data security 
arrangements. Participants were pre-informed about the details of research, the reason for 
collecting the desired information and the security of the data. They were provided with a 
plain language statement enclosed with the survey documents to brief them about the 
research and to maintain transparency. Both the interviews and surveys were conducted 
after obtaining permission from the participants. Those who volunteered and showed 
interest in participating were assured they would not be asked any sensitive or personal 
questions. 
 
The hard copy of the data as well as a soft version will be kept securely within a locked 
cabinet and password-protected computer in the office of the principal supervisor in the 
RMIT School of Economics, Finance and Marketing. The current official address is 
Associate Professor Vikash Ramiah, Level 11, 445 Swanston Street, Melbourne, Victoria 
3000, Australia. 
 
The data will be safely stored on the RMIT server for five years after the completion of 
the project. Only investigators will have access to the data. The RMIT system is 
extremely capable of providing a high level of security, data integrity, protected remote 
access and regular back-ups to keep the safety and sensitivity of the data intact.  
 
3.4 Data Analysis 
 
This research uses quantitative methods to analyse the survey responses. T-test statistics 
are used as an analytical tool to determine if there are any differences noticed in sample 
means so as to be able to achieve statistical conclusions (See Ramiah et al. 2014, 2015; 
Black et al. 2007). For questions using a five–point scale, T-test statistics are used to 
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determine if the average value is different from two. In such questions, the Likert scale 
ranges from ‘0’ to ‘4’ (where ‘0’ stands for ‘not at all important’ and ‘4’ stands for ‘very 
important’). This research also uses z-tests for proportions. This statistical tool is used for 
questions where the proportion of respondents is estimated so as to determine if the 
average value is statistically different from zero. In an attempt to study financial planners’ 
responses in the four areas of financial planning, this research uses independent 
one-sample t-test statistics. In an effort to examine the influence of behavioural biases and 
fundamental factors in these four areas, unpaired two-sample t-test statistics are used to 
determine the differences between means. 
 
Equation 1 is the formula for an independent one-sample t-test of the null hypothesis that 
the population mean is equal to a specified value μ: 
 
 
      
    
    
              (1) 
 
where s is the sample standard deviation, n is the sample size, and  is the sample mean. 
 
Equation 2 is the formula for an unpaired two-sample t-test to compare the means of two 
groups of samples and to determine if there are any differences in the population means 
from which these samples have been derived: 
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where s1, n1, and     are the standard deviation, size, and mean, respectively, of the first 
group and s2, n2, and     are the standard deviation, size, and mean, respectively, of the 
second group. 
 
Equation 3 is the formula of one-sample z-test for proportions: 
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where p0 is the hypothesized population proportion, n is the sample size and    is the 
sample proportion. 
 
x
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3.4.1 Confidence Interval (CI) 
In addition to the above mentioned statistical tools that provide only point estimates, this 
research also uses confidence intervals (CI) in an effort to confidently estimate the 
population parameters. Black et al. (2007) explains that confidence intervals represent an 
area (with a certain level of confidence) within which the population mean lies. Ramiah et 
al. (2014, 2015) state that the level of confidence represents the probability of unknown 
population means that lie within a specific range of values. Gardner and Altman (1986) 
emphasize that confidence intervals, if applicable to the study, should be used as a 
standard method to present the statistical results of major findings. Their study explains 
that confidence intervals are efficient in estimating a single value (e.g. mean) as well as a 
range of values that represent the population. In the case of two mean populations, 
confidence intervals are formulated to estimate the differences between population means 
(Black et al. 2007). 
 
The CI of 95% is amongst the most common types of confidence intervals used by 
researchers (Ramiah et al. 2014, 2015). When using a 95% level of confidence, the 
researcher selects an interval centred on population mean within which 95% of all sample 
means will fall and then uses the width of that interval to create an interval around the 
sample mean within which the population mean will fall. The other common types of CI 
are 90%, 98% and 99%, signified as 0 < x% < 100. Following Black et al. (2007) and 
Ramiah et al. (2014, 2015), equation (4) shown below is used and it represents an 
example on how to the calculate confidence interval using Z statistics: 
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The above formula requires an appropriate Z value which involves Zα/2 (where α 
represents the area not within the interval and α/2 represents the area in one tail of the 
distribution which is outside the confidence interval area). σ represents standard deviation, 
  represents sample mean and N represents sample size. 
 
3.4.2 Ordinal Regression Model as a Robustness Test 
In addition to the above mentioned statistical methods, this research used ordinal 
regression as a robustness test. The motivation for using this method is to study the joint 
impact of multiple variables as the methods described thus far only provide the effect of 
each variable independent of each other. Following Ramiah et al. (2014, 2015), ordinal 
regression is used to model the relationship between an ordinal survey variable (for 
example, levels of importance in retirement planning or superannuation) and explanatory 
variables concerning other factors (fundamental or behavioural characteristics and 
industry factors). Under ordinal regression, this research focuses on the results of the 
probit model. Furthermore, this research uses an ordered regression function built in 
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E-views 5.0 to estimate the results. Equation 5 shows the calculation for probit ordinal 
regression. 
 
 
Pi = α0+       Fundamentalsk+        Behavioural Biasesl+        Industrym+εt (5) 
 
where 
Pi 
 
represents the probability of an event i; 
Fundamentals  represent the fundamental factors, that is, age, 
gender, income level, and marital status; 
Behavioural Biases represent the behavioural factors, that is, 
self-serving bias, overconfidence bias, loss aversion 
bias and representativeness bias; 
Industry is the industry factor, for example, financial 
services, mining and consumer goods. 
 
3.5 Conclusion 
The purpose of this thesis is to explain the behaviour of financial planners in Australia as 
a review of the literature does not provide an adequate answer to the research questions 
asked. However, the literature provides enough information to develop a methodology to 
answer these questions. Within the literature, both quantitative and qualitative methods 
were recommended and, to that end, this chapter uses both techniques. Starting with the 
literature review, the first draft of a questionnaire was designed and several interviews 
were conducted to align the literature with current industry practices. To ensure that the 
timing and the language used were appropriate, a pilot study was conducted. Using 
publicly available information, a database containing the details of 1,019 financial 
planners was constructed. The final questionnaire was distributed to all financial planners 
on the database using post office services and online services. The response rate was 17% 
and statistical tools have been used to assess these responses. Lastly, an econometric 
model was used as a robustness test. As this chapter is descriptive in nature, the remaining 
chapters elaborate on the results of this thesis. 
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Table 3.1 Draft Questionnaire  
(see Table 3.7 for the final questionnaire) 
 
 
 
71 
 
 
 
 
  
72 
 
 
 
 
 
 
73 
 
  
74 
 
  
75 
 
 
  
76 
 
  
77 
 
Table 3.2 Interview Cover Letter 
 
 
 
 
 
Project Title: Understanding the Behaviour of Australian Financial Planners 
To Interview Participants 
 
Dear Madam / Sir, 
I am writing on behalf of RMIT to thank you for agreeing to participate in this interview. 
In our research, we are investigating the behavioural aspects of financial planners in 
Australia. You will find enclosed (1) a plain language statement that will briefly explain 
the research project, (2) a consent form and (3) a draft of the questionnaire.   
Once again, thank you very much for your assistance. Should you have any queries, do 
not hesitate to contact me. 
 
Sincerely yours, 
  
 
 
Girija Chowk 
Ph.D. Candidate 
School of Economics, Finance and Marketing 
RMIT University 
 
Tel: +61 3 99251687 
Email: girija.chowk@rmit.edu.au 
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Table 3.3 Plain Language Statement 
 
Plain Language Statement 
 
     Project Title: Understanding the Behaviour of Australian Financial Planners 
 
Investigators Position Email Address Phone 
Dr. Vikash Ramiah Senior Lecturer vikash.ramiah@rmit.edu.au  03-99255828 
Professor Sinclair Davidson Professor sinclair.davidson@rmit.edu.au  03-99255869 
Mrs. Girija Chowk Research Student girija.chowk@rmit.edu.au  03-99251687 
 
Who is involved in this research project? Why is it being conducted? 
RMIT University’s School of Economics, Finance and Marketing is conducting research 
on the behavioural aspects of financial planners in Australia. The purpose is to identify 
the consequences of behavioural biases of financial advisors. Dr Vikash Ramiah is the 
lead investigator, Mrs Girija Chowk is undertaking this research as part of her PhD thesis 
and Professor Sinclair Davidson is the second supervisor. The project has been approved 
by the RMIT Human Research Ethics Committee. 
 
Why have you been approached? 
This research involves the study of behavioural aspects of financial planners in Australia. 
We intend to interview 10 financial planners for this research. The reason for approaching 
you is that you are an experienced financial planner and your participation will help us 
gather requisite knowledge and understanding of the area and conduct fruitful research. 
Through this research we hope you can help us better understand current working practices 
in the financial planning industry.  
 
What is the project about? What are the questions being addressed? 
This research is about the behavioural aspects of financial planners in Australia. The main 
objectives of the research are to examine the theory and practice of financial planning in 
Australia, and to identify the potential behavioural biases in decision making. The 
primary research questions are: 
 
 Do fundamental factors like (age, education, gender etc.) affect financial planners’ 
decisions? 
 Do behavioural biases like overconfidence, self-serving, loss aversion and 
representativeness affect financial planners’ decisions? 
 Are these heuristic-driven biases always bad for financial planners? 
79 
 
 How do these biases influence decisions in investments, retirement planning, 
insurance and superannuation? 
 
If I agree to participate, what will I be required to do? 
You will be required to answer a few questions during the interview. The estimated 
interview duration is approximately one hour. The interview will be audio recorded and 
that you have the right to request to cease taping at any stage during the interview. The 
interview will include several questions related to the area of financial planning. 
Participants can opt not to answer these questions. 
 
What are the risks or disadvantages associated with participation? 
There are no perceived risks outside of the participants’ normal day-to-day activities. 
 
What are the benefits associated with participation? 
The interview will be conducted at the place of convenience to the participants. We invite 
participants to join us for lunch in a restaurant after the interview. RMIT will cover the 
cost of the lunch. Participants will have free access to the results of this study and if you 
would like an advance copy of the research results, please email Dr Vikash Ramiah, Mrs 
Girija Chowk, or Professor Sinclair Davidson. The research results will be available in 
December 2013. 
 
What will happen to the information I provide? 
The responses of the interviews are confidential and participants will not be identified at 
any stage of the research. 
Any information that you provide can be disclosed only if  
(1) It is to protect you or others from harm.  
(2) A court order is produced.  
(3) You provide the researchers with written permission. 
The information provided by the interviewees will be used to design a survey 
questionnaire and that data will be aggregated. The research data will be kept securely at 
RMIT for a period of 5 years before being destroyed. 
 
What are my rights as a participant? 
As a participant, you have: 
1) The right to withdraw your participation at any time, without prejudice. 
2) The right to have any unprocessed data withdrawn and destroyed, provided it can be 
reliably identified, and provided that doing so does not increase the risk for the 
participant. 
3) The right to have any questions answered at any time. 
4) The right to request that the audio recording be terminated at any stage during the 
interview.  
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Whom should I contact if I have any questions? 
If you have any questions, please contact Dr Vikash Ramiah  
(vikash.ramiah@rmit.edu.au, 03-9925-5828), Professor Sinclair Davidson 
(Sinclair.davidson@rmit.edu.au, 03-9925-5869), or Girija Chowk 
(Girija.chowk@rmit.edu.au, 03-9925-1687). 
 
What other issues should I be aware of before deciding whether to participate? 
The survey results will be presented at finance conferences. The research paper will be 
published in peer-reviewed journals. 
 
Yours sincerely, 
 
Dr Vikash Ramiah,   Professor Sinclair Davidson,   Mrs Girija Chowk 
PhD in Finance      PhD in Finance           Master of Business Administration 
                                         (Financial Administration) 
 
Any complaints about your participation in this project may be directed to the Secretary, 
Portfolio Human Research Ethics Sub Committee, Business Portfolio, RMIT, GPO Box 
2476V, Melbourne, 3001.  The telephone number is (03) 9925 5594 or email address 
rdu@rmit.edu.au. Details of the complaints procedure are available from 
http://www.rmit.edu.au/rd/hrec_complaints 
Version # 1, 26/09/’04 
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Table 3.4 Interview Consent Form 
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Table 3.5 Coversheet for Questionnaire 
 
Research Title: Understanding the Behaviour of Australian Financial Planners 
 
8
th
 April 2013 
  
Dear Sir/Madam, 
 
Survey of financial planners 
The School of Economics, Finance and Marketing from RMIT is conducting a 
comprehensive survey of the financial planning community in Australia. As you are an 
experienced financial planner, we invite you to participate in this research. Responding 
to this survey will take approximately 30 minutes of your time. You can respond using 
the paper questionnaire enclosed with this correspondence. Alternatively, you can visit 
the following URL https://rmit.asia.qualtrics.com/SE/?SID=SV_2mbT1sLTzcBRqOp 
for the online version.  
 
The survey results will be presented at various finance conferences and the research 
outcomes will be published in reputed finance journals. Responses will be used in 
aggregated format and feel free to contact us if you would like an advance copy of the 
results. 
 
We would be grateful if you can respond by 17
th
 May 2013. You can return the completed 
questionnaire by either (1) faxing it to 03 99255624 or (2) mailing it to Associate 
Professor Vikash Ramiah by using the reply paid envelope (enclosed herewith) or (3) 
emailing a scanned copy to Mrs Girija Chowk at girija.chowk@rmit.edu.au  or (4) 
completing an online questionnaire. 
 
Should you require more information about this research, please refer to the plain 
language statement that we have included in this correspondence. We would like to thank 
you for agreeing to participate in this survey and we look forward to your response. If you 
have any queries, please do not hesitate to contact us. 
 
Thank you  
Yours sincerely, 
 
Girija Chowk 
Ph.D. Candidate 
School of Economics, Finance and Marketing 
RMIT University 
Tel: +61 3 99251687 
Email: girija.chowk@rmit.edu.au 
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Table 3.6 Plain Language Statement 
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Table 3.7 Survey Questionnaire 
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CHAPTER 4: INFLUENTIAL FACTORS IN 
FINANCIAL PLANNING 
 
4.1 Introduction 
The literature on financial planning is divided into four areas, namely, retirement 
planning, superannuation, insurance and investments
1
. In this chapter, we present the 
empirical evidence on the various determinants in each of the four areas of financial 
planning. For instance, we report the results on whether (1) factors such as 
diversification, asset allocation strategy, longevity risk and others are considered 
important by financial planners in the area of retirement planning, (2) factors such as 
investment horizons, contribution caps, taxes, MySuper products and others that are 
important for superannuation, (3) factors such as equity investment, property 
investment and fixed income securities that are important alternative investments, (4) 
which fees are justified, and (5) types of insurance, financial crisis and the level of 
inflation influencing insurance purchases. Section 4.2 presents the determinants of 
retirement planning and Sections 4.3 and 4.4 discuss superannuation and insurance. 
Sections 4.5 and 4.6 address the performance of financial planning firms and 
regulatory reforms in the financial planning industry. Section 4.7 concludes this 
chapter. 
 
 
4.2 Retirement Planning 
This section on retirement planning documents financial planners’ opinions on the 
various aspects of retirement planning. Following our discussion in the literature 
review in Chapter 2, we gather that retirement planning is influenced by behavioural 
biases as well as fundamental and economic factors. Financial planners were asked 
four closed-ended questions in the area of financial planning (see questions 6.1 to 
6.4 in the questionnaire) where the first question explores the appropriate age when 
an individual must start saving in order to have a self-sufficient post-retirement life; 
the second question assesses the anxiety level of financial planners when their 
clients’ portfolio performance is outstanding but the clients do not have an 
appropriate retirement plan; the third question rates the importance of 15 factors; 
and the fourth question assesses investment strategies when the client is a recent 
graduate. There are also three open-ended questions (Questions 11, 15 and 16). 
 
Table 4.1 (see the end of this chapter) provides the answer for question 6.1 and 
indicates that 52% of financial planners prefer that their clients start planning for 
retirement before the age of 40 years. Interestingly, the remaining 48% believe that 
the ages between 40-60 years are suitable for starting for retirement planning. As 
expected, sixty years and above is found to be inappropriate as none of the 
respondents selected this option. Our results are similar to Greninger, Hampton, Kitt 
and Jaquet (2000) who examine the opinions of two groups of experts on what they 
                                                 
1 We only look at alternative investment strategies. 
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think is an appropriate age to attain retirement savings goals. The majority of the 
experts in their study support the idea that more than half of retirement savings 
should be achieved by the age of 50 with most of the remaining savings to be 
accumulated by age 60. 
 
Question 6.2 is a follow-up on Question 6.1 in that financial planners were asked 
about their level of concern when their clients do not have an adequate retirement 
plan although the portfolio performance of their clients’ is outstanding. The 
respondents were given a choice between ‘not concerned’ (when the value is 
statistically lower than two) and ‘high level of anxiety’ (when the value is 
statistically higher than two). Table 4.2 shows the level of concern of Australian 
financial planners for their clients who do not have an appropriate retirement plan 
and as the value of 2.97 is statistically significant (t-stats of 15.09), we conclude that 
financial planners are concerned about their clients who do not have an adequate 
plan although the client’s portfolio is outstanding, implying that an adequate 
retirement plan is important. 
 
As stated earlier, Question 6.3 examines fifteen economic factors that financial 
planners consider important when advising their clients. These factors were 
considered following Greninger, Hampton, Kitt and Jaquet (2000) and Mitchell and 
Utkus (2004) and they are as follows: 
 
1. Inflation  
2. Tax  
3. Diversification  
4. Savings pattern  
5. Debt management  
6. Market risk 
7. Longevity and health risk 
8. Estate management  
9. Asset allocation  
10. Adequate insurance cover  
11. Client approaching bankruptcy  
12. Precise and detailed goal  
13. Liquidity risk 
14. Client staying at home instead of age care centres  
15. Number of meetings with clients  
 
The results are summarized in Figure 4.1 which shows all of the statistically 
significant factors. Respondents were asked to rate the importance of these factors 
on a five-point Likert scale, where ‘0’ means ‘not important’ and ‘4’ means ‘very 
important’. In this section, we test if the average rating for each factor is statistically 
different from (greater than) ‘2’. Among these factors, the top three important 
factors are diversification (rating of 3.51), asset allocation strategy (rating of 3.49) 
and longevity and health risk (rating of 3.34). In addition to Figure 4.1, Table 4.3 
provides additional statistics (median, mode, percentages of respondents indicating 
different importance levels, and t-statistics) to illustrate this point. The last row and 
last column of Table 4.3 shows that 94.93% financial planners in Australia believe 
that in order to have an appropriate retirement plan, it is essential to have a proper 
diversification of funds. Similarly, 93.48% respondents believe that it is essential to 
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adopt an appropriate asset allocation strategy for an efficient retirement plan and 
87.14% of the respondents believe that longevity and health risk are important. 
These findings are consistent with Mitchell and Utkus (2004) who investigate 
longevity risk in retirement planning. Longevity risk arises due to uncertainty in life 
expectancy as we do not know how long we are going to live. If an individual 
consumes more in the present, there is a possibility that he may run short of savings 
during retirement. Such a risk can be reduced by consuming less per year but, in this 
case as well, there is a possibility that individuals may die leaving too much wealth 
behind. Mitchell and Utkus discuss annuities as one of the supportive tools for 
dealing with longevity risk. Mitchell and Utkus (2004) also discuss inflation and 
capital market risk in which they state that equity that is considered an efficient 
investment for inflation may not prove to be a good hedge against inflation. 
Similarly, inefficient retirement planning can be a result of overconfidence among 
people (the belief that they can manage retirement with a small amount of savings), 
a lack of self-control (spending less in the present in order to save for the future) and 
financial illiteracy, which are the reasons discussed by the authors in their section on 
inflation and capital market risk. In our research, market risk is rated relatively less 
important but is again a significant factor (rating of 3.17). Besides the three top rated 
factors, other factors in terms of their importance are tax advantages associated with 
investments under retirement planning (for instance, tax benefits on superannuation), 
appropriate management of debt, inflation, estate management, saving pattern of 
individuals, provision for adequate insurance cover, importance of having precise 
and detailed financial goals, liquidity risk, concern for clients approaching 
bankruptcy, the number of meetings with clients and retirement planning for clients 
when they prefer to stay at home instead of age care centres. It should be noted that 
most of the factors were mentioned by Greninger, Hampton, Kitt and Jaquet (2000) 
and clients approaching bankruptcy, clients staying at home instead of in age care 
centres and the number of meetings with clients are the three new factors introduced 
by this research which have not been studied previously in the existing literature. 
 
This research also takes note of the type of investments preferred by respondents 
when designing retirement plans for their clients who have recently graduated and 
have just started their jobs (See Question 6.4 in the questionnaire). The four 
investment options provided to the respondents when choosing are fixed income 
securities, real estate investments, investments in stocks/equities and structured 
products (derivatives). As expected, financial planners’ recommendations include 
equity investments (60%), real estate investments (24%), fixed income securities 
(12%) and derivatives (4%). The low recommendation for derivative products is 
consistent with Mugwagwa, Ramiah, Naughton and Moosa (2012) and Mugwagwa, 
Ramiah and Moosa (2015) who explain a low participation in the Australian options 
market following the Asian financial crisis. 
 
In addition to the closed-ended questions, three open-ended questions are asked (see 
questions 11, 15 and 16) about retirement planning. In this section, we elaborate on 
Question 16 as Questions 11 and 15 are addressed later under other sections. 
Question 16 was designed after the literature review that indicates regular changes in 
the financial planning industry. Examples of these new developments are FOFA 
reforms, tax concessions on superannuation, changes in superannuation contribution 
caps and others. Question 16 asks respondents whether changes in regulations have 
affected post-retirement benefits. In general, we find that respondents are content 
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with the tax regulations and view tax-free superannuation for ages 60 and above and 
tax-effective pensions from age 55 as a bonus. In matters of contribution caps, 
respondents do not find it beneficial for their clients as contribution caps are seen as 
too restrictive and short-sighted in that they reduce future retirement benefits and 
make it difficult for clients to contribute to their funds. Furthermore, according to 
the respondents, reductions in both concessional and non-concessional contribution 
levels imply that their clients must address retirement planning from a young age. 
Respondents state that by creating anxiety and uncertain environments through 
constant complex tinkering with the superannuation system, investors are slightly 
unnerved and even deterred from using super to fund retirement in totality. 
 
 
4.3 Superannuation 
The concepts learnt from the superannuation literature review are combined with the 
information collected during the interviews to carry out a study about factors 
affecting superannuation. Financial planners were asked six closed-ended questions 
in the area of superannuation (see Questions 7.1 to 7.6 in the questionnaire) and four 
open-ended questions (Questions 11, 13, 14 and 18). Question 7.1 attempts to find 
out which factors are important in superannuation when advising clients; Question 
7.2 tries to find out the optimal number of funds that a client should hold; Question 
7.3 looks at the alternative investment methods over superannuation; Question 7.4 
studies the relevant information sources; Question 7.5 investigates which kind of 
fees is justified and Question 7.6 assesses the important disclosures.  
 
 
4.3.1 Funds 
Under Question 7.1, different types of funds (industry funds, public sector funds, 
eligible rollover funds, retail superannuation funds, private fund-bank/insurance, 
retirement savings accounts, corporate or employer funds, master trust 
superannuation funds, self-managed superannuation funds and MySuper), tax, safety 
and security, investment horizon and contributions (contribution caps which include 
concessional contribution caps and non-concessional contribution caps and various 
other types of contribution benefits such as co-contributions by the government, 
mandatory contributions and benefits of increases in the superannuation guarantee 
rate for average income earners) are studied in order of importance. Figure 4.2 and 
Table 4.4 summarize the empirical results. 
  
An investment horizon with a rating of 3.56 (see Figure 4.2 and Table 4.4) is 
perceived as the most important factor in our results which financial planners prefer 
to consider when advising a client on their superannuation. This finding implies that 
superannuation is considered as a tax-preferred investment vehicle providing a 
secure retirement. Both types of caps, i.e. concessional contribution caps (rating of 
3.52) and non-concessional contribution caps (rating of 3.21), are perceived as 
important factors, implying that voluntary contributions are important aspects of the 
superannuation industry. Contributions are important because they have several 
benefits for clients in terms of a low cost retirement savings tool and tax benefits. 
Within the contributions field, mandatory contributions, an increase in the 
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superannuation guarantee and co-contributions by the government are observed to 
be significant factors. 
 
Tax and safety and security with rating of 3.18 and 3.02 are also seen to be 
important elements. For instance, 86.26% of the respondents believe that tax must be 
considered in superannuation decisions (see Table 4.4). Superannuation tax 
concession is considered to be an efficient tool to increase retirement savings with 
concessions being offered on contributions made by the members in the fund.  
 
The ANZ survey (2008) on adult financial literacy finds industry funds to be more 
popular with a 33% membership participation, followed by 19% for corporate funds, 
public sector funds and self-managed superannuation funds (SMSFs). Following 
ANZ (2008), which is based on retail investors, we asked the financial planners 
similar questions. Self-managed superannuation funds (with a rating of 2.61) are 
found to be the most important type of funds with 53.78% of respondents favouring 
this kind of fund. Self-managed superannuation funds are attracting popularity in 
Australia as they offer greater control over investments and fund regulatory 
activities for the fund members. As for retail superannuation funds, 48.28% of the 
respondents believe that they are important. Retail funds (rating of 2.47) are 
public-offered funds that work for profit with the objective of attracting members. 
Master trust funds (rating of 2.45) are the third most statistically significant fund 
with 43.97% of respondents preferring this type of fund. Industry funds (non-profit 
funds) are found to be significant (rating of 2.25) but they are rated relatively low as 
compared to other major categories of funds such as retail and self-managed 
superannuation funds. It is observed that only 35.14% of respondents preferred 
industry funds as compared to 48.28% of respondents who preferred retail funds. 
Other significant but less preferred funds are public sector funds (rating of 2.22), 
corporate or employer funds (rating of 2.17), private fund-bank/insurance (rating of 
2.11), eligible rollover funds (2.01) and MySuper products (1.93). Interestingly, we 
find that funds that are meant to be more beneficial to clients (for example, low cost 
industry funds and public sector funds) are not preferred by financial advisors. The 
new concept noted in this research is MySuper, which is a superannuation product 
recently introduced by the government to provide members of the fund with a simple 
and transparent investment option against other superannuation funds. It has also 
been rated low by the financial planners. 
 
Another observation of the results generated by Question 7.1 is that with the 
exception of retirement saving accounts, all of the factors are considered to be 
important. A Retirement Saving Account (RSA) is a type of savings instrument 
which works more like a bank account and does not provide superannuation services. 
These accounts are meant usually for people who wish to receive simple and 
guaranteed benefits. These accounts do not have registered trustees. It is a 
contractual relationship of members either with banks or life insurance companies 
and thus is not of interest to financial planners. 
 
The introduction of freedom for members to choose their own superannuation funds 
is associated with advantages as well as disadvantages. Gallery (2002) states that the 
benefit of the freedom to choose funds is that it increases competition between 
various funds which will in turn result in a decrease in cost and an increase in 
returns of investment in the funds. Following ANZ (2008), which focused on small 
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investors, we asked financial planners to give their opinion on the number of funds 
that their clients must possess. In addition, we provided three scenarios to the 
question by asking the same question for different income levels. (Refer to Question 
7.2 in the questionnaire.) The findings of this research do not show any statistically 
significant difference in the response of financial planners at different income levels 
and the advice of financial planners is to hold only one fund. For low 
income-earning clients, respondents are most likely to prefer only one fund. (Please 
refer to Table 4.5.) For average income-earning clients, 90% of the respondents still 
stick to their decision to hold only one account; however, 10% of respondents are 
found to prefer two accounts for their clients. Finally, in the case of high income 
earners, 83% of respondents prefer that their clients possess only one fund whereas 
14% prefer their clients to have two funds. Only 3% of the respondents preferred 
their clients to have more than two funds. With the increase in client income, there 
are also an increased number of respondents who prefer that their clients hold more 
than one fund (Most of them favour holding two funds). However, the majority of 
respondents suggest holding only one fund, making it simple for their clients to 
manage it conveniently. 
 
4.3.2 Alternative Investment Methods 
The following alternative investment methods are investigated over superannuation, 
namely, savings in a bank account, long term treasury bonds, age pensions, 
investments in diversified growth mutual funds, equity investments and property 
investments. Respondents are asked to rate these factors on a five-point Likert scale. 
Following ANZ (2008), this research introduces a new concept where we compare 
superannuation with six individual alternative investment methods. The financial 
planners were asked to rate which investment they would prefer their client to 
possess over superannuation. Equity investments (rating of 2.59) are at the top of the 
list of all the investments considered in this study. Property investments and age 
pensions (rating of 2.44 each) are the second most preferred alternative investments 
(See Figure 4.3 and Table 4.6). Although age pension is not an alternative method 
for investments, it can be seen as an available tool on which investors can rely in 
case of low savings during retirement. Investment in diversified growth mutual 
funds (rating of 2.28) is the fourth most preferred investment and savings in a bank 
account (rating of 1.97) is fifth on the list. Lastly, long term treasury bonds have a 
rating of 1.79 and are the only alternative investments found to be statistically 
insignificant by the respondents. It is possible that the conservative nature of 
investments such as savings in a bank account and long term treasury bonds are the 
reasons for low preference by advisors. Our results indirectly suggest that financial 
planners in Australia are inclined towards aggressive investments. As can be seen in 
Table 4.6, 52.34% of the financial planners prefer equity investments followed by 
property investments (46.03%), investments in diversified growth mutual funds 
(34.71%), savings in a bank account (25.77%) and long term treasury bonds 
(11.21%). Such findings are not in accordance with the results of ANZ (2008) which 
show that superannuation fund members under 65 years of age prefer 
superannuation over alternative investments.  
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4.3.3 Relevant Sources of Information 
Respondents were asked to rate the information sources that they think are relevant 
for superannuation. The results are summarized in Figure 4.4 and Table 4.7 and 
indicate that there are nine statistically significant factors. In order of importance, the 
factors are: research articles (rating of 3.00), seminars or workshops (rating of 2.98); 
industry and government disclosures (rating of 2.92), web information (rating of 
2.76), books/publications/magazines (rating of 2.46), Reuters, Bloomberg and other 
similar sources (rating of 2.37), newsletters sent by email/mail (rating of 2.31), ASX 
news releases (rating of 2.27) and word of mouth (1.97). The three factors which are 
found to be insignificant by the respondents are social networks, private/insider 
information and advertisement through fliers. To some degree, our results are 
consistent with the ANZ survey (2008) on adult financial literacy where respondents 
prefer government disclosures, financial institutions, internet, books, newspapers and 
magazine articles as relevant sources of information. 
 
The results of our survey show that industry and government disclosures is third in 
terms of importance whereas this factor is first in the ANZ study (2008). As shown in 
Table 4.7, 66.28% respondents prefer this source of information. One minor 
contribution of this thesis is that it shows that research articles are more valuable to 
financial advisors than to individual investors. For example, 72.04% respondents 
prefer research articles as a source of information on superannuation. Seminars and 
workshops (73.91% of respondents) are the second most important source of 
information. Other sources which are found to be statistically significant by the 
respondents are Reuters, Bloomberg and similar sources (42.68%), newsletters sent by 
mail/email (40.70%) and ASX news releases (37.65%). Word of mouth, which can be 
viewed as evidence of noise trading, is a significant factor but is rated relatively low 
as compared to the above mentioned sources of information (25.68%). Social 
networks (11.48%), private/insider information (14.58%) and advertisement through 
fliers (6%) are not found to be statistically significant sources of information.  
 
4.3.4 Superannuation Fees and Disclosures 
Understanding the importance of various fees and disclosures of information in 
superannuation fund statements is relatively new. This section is divided into two 
categories of discussion. The first part of this section discusses respondents’ opinions 
on the relevant types of superannuation fees and the second part reflects empirical 
findings for respondents’ opinions on disclosures in superannuation statements that 
they find relevant for their clients. The following categories of fees are covered under 
the first part of this section (see Question 7.5 in the questionnaire): 
 
1) Administration fees 
2) Issuer fees 
3) Member fees 
4) Advisory services fees 
5) Insurance fees 
6) Establishment fees 
7) Termination fees 
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8) Investment and switching fees 
9) Performance fees 
10) Expense recovery fees 
11) Annuity fees 
12) Low account preservation fees 
13) Buy and sell fees 
 
As this is a long list of fees, questions have been raised by investors and regulators as 
to which of these fees are necessary. To address this question, we asked the financial 
planners about their opinions concerning these fees. The results summarized in Figure 
4.5 and Table 4.8 indicate that ten fees are justified as we find that ten out of the 
thirteen fees are statistically significant. In order of importance, these fees are: 
advisory service fees (3.52), administration fees (3.18), insurance fees (3.08), member 
fees (2.46), expense recovery fees (2.37), buy and sell fees (2.30), performance fees 
(2.25), establishment fees (2.25) and issuer fees (2.21). It should be noted that the 
results of this section were discussed with panel members of the Financial System 
Inquiry whereby we argue that the top three fees (advisory service fees, administration 
fees and insurance fees) are justified. Around 88.64% of the respondents rated 
advisory service fees as the most significant type of fees which are the fees charged 
by different fund managers. As shown in Table 4.8, 76.15% of the respondents 
believe that administrative fees are important given that there is a cost associated with 
the administering of funds. Insurance fees are third on the list with 71.65% of the 
respondents agreeing that it is an important element (This includes insurance policies 
and premiums). The results discussed in this section are a major contribution to the 
discussion of why fees are justified—a question that the literature fails to address. 
 
Beside the top three fees, the other categories of fees that are found to be statistically 
significant by the respondents are: member fees which are charged to maintain the 
account of the member of the fund (44.44% of respondents), expense recovery fees, 
referring to out of pocket expenses of the fund (example, audit fees and compliance 
fees) entitled to be recovered from the member’s fund (41.28% of respondents), buy 
and sell fees which are fees charged to recover expenses in the case of the buying and 
selling of any investments either invested or withdrawn from the fund (38.52%), 
performance fees which are fees payable if the investment performs better than the 
market benchmarks (38.18%), establishment fees which are paid to set up an account 
in the fund (33.33%), and issuer fees which are charged by the investment issuer for 
overseeing the fund’s operations (32.08%).  
 
The remaining four fees at the bottom of the ladder―that is, low account preservation 
fees, annuity fees, investment switching fees and termination fees―are found to be 
statistically insignificant. The proportion of respondents agreeing with these fees is 
less than 32%. Annuity fees are fees charged from annuities (21.30% of respondents), 
investment switching fees are fees charged for changing investment options within the 
super account (21.51% of respondents) and the least important fees according to our 
respondents are termination fees which are charged for any withdrawal, rollover of the 
fund to a different fund or closure of the account (20.41% of respondents). The results 
presented are consistent with Finch (2005) who explains that the impact of exit fees 
on an investor’s account goes unnoticed as compared to other fees that are charged to 
manage the fund.  
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Another part of this empirical section covers the important disclosures of 
superannuation fund statements. Worthington (2008) states that the ability to read and 
understand statements is found to be one of the worst affected areas of superannuation 
as individuals lack the necessary knowledge to understand these statements properly. 
The author concludes that only one-third of their respondents possess knowledge 
about reading and understanding superannuation fund statements. Furthermore, as 
mentioned in Chapter 2, ANZ (2008) studies the percentage of fund members who 
understand and read superannuation statements. Following ANZ (2008), this research 
captures financial planners’ opinions on the importance to be given to the disclosure 
of a variety of information in superannuation fund statements that they feel is helpful 
to their clients in order to understand the statements suitably. The twelve options of 
disclosure of information studied (see Question 7.6) are as follows:  
 
1) Investment amount 
2) Return on investment 
3) Account balance 
4) Operational expenditures 
5) Other fund fees and expenditures 
6) Self-contribution 
7) Investment breakdown 
8) Disclosure of legal heirs 
9) Details on insurance 
10) Contribution by employer 
11) Other contributions 
12) Other benefits and administrative disclosure 
 
Figure 4.6 and Table 4.9 report the empirical results for superannuation fund 
disclosures. ‘Account balance’ is rated as the top priority disclosure by the 
respondents—a finding which is inconsistent with ANZ (2008) as ‘return on 
investment’ was at the top of their list. The second and third most important 
disclosures as per our respondents are ‘investment amount’ and ‘return on 
investment’, respectively (ratings of 3.66 and 3.61, respectively). Besides the top 
three rated disclosures, other types of information disclosures in order of significance 
are: ‘contribution by employer’, ‘details about insurance’, ‘other contributions’, 
‘self-contribution’, ‘investment breakdown’, ‘other fund fees and expenditures’, 
‘operational expenditures’, ‘other benefits and administrative disclosures’ and 
‘disclosure of legal heirs’. 
 
‘Contribution by employer’ is the fourth most important disclosure (rating of 3.41) 
with 87.69% of the respondents feeling that it is important for clients to be aware of 
employer contributions. In particular, their clients must be able to see the regular and 
periodic contributions of their employers. Our result for ‘contribution by employer’ is 
similar to ANZ (2008) who also finds this disclosure as one of the most important 
disclosures. ‘Detail on insurance’ (rating of 3.36) is another significant disclosure 
with 86.05% of the respondents rating ‘details on insurance’ as the fifth most 
important disclosure whereby respondents prefer their clients to be informed about the 
insurance policies and premiums included in the fund’s cost. Another possible reason 
is that it allows fund members to increase, decrease or even cancel insurance as per 
the fund’s policy. 
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Other disclosures include ‘contributions made to the fund’ (rating of 3.31) and 
‘voluntary self-contribution made by fund members’ (rating of 3.21), which are found 
to be important by 83.21% and 76.74% of the respondents, respectively. This implies 
that respondents want their clients to be aware of any other contributions made to 
their accounts by others (for example, co-contributions and spouse contributions). In 
addition, respondents seem to find it important for their clients to keep a record of 
voluntary self-contributions. Being aware of the different types of contributions made 
to the fund provides members with the necessary information about the total 
investments made in the fund. After ‘contributions disclosure’, other subsequent 
important disclosures are ‘investment breakdown’ with 79.39% of the respondents 
thinking that their clients must know the breakdown of fund investments. Being 
conscious of the type of investments made by superannuation funds enable members 
to foresee their potential returns. 
 
In addition to the above discussion on different categories of information disclosures 
in superannuation statements, four less significant disclosures are ‘fund fees and 
expenditures’ (rating of 2.83), ‘operational expenditures’ (rating of 2.69), ‘any 
benefits from the fund and administrative disclosures’ (rating of 2.67) and, lastly, 
‘disclosure of legal heirs’ (rating of 2.59). It is observed in this research that financial 
planners give less preference to fees and expenditures in superannuation fund 
statements. This is contrary to ANZ (2008) respondents (fund members) who place a 
high level of importance on fees.  
 
Furthermore, we designed an open-ended question to get a broader perspective of our 
respondents on disclosure. Question 18 in the questionnaire shows the open-ended 
question which is, ‘If a disclosure of portfolio holdings becomes an industry standard 
in the superannuation industry, will it improve a client’s decision making process?’ 
Around 45% of the respondents believe that a disclosure of portfolio holdings will 
improve the client’s decision making process. Once we synthesize the response of this 
group of respondents, we gather the following: 
 
(1) Respondents believe that the more information a client has the better and more 
informed their decisions are;  
 
(2) Additional information is always good for clients (or people managing their own 
accounts) who are in search of this specific information; 
 
(3) Availability of information results in transparency and makes clients aware of 
how their super funds are invested;  
 
(4) As clients become more aware of investments and markets, they tend to seek 
more information about the specific structure of their portfolios; 
  
(5) Having more disclosures provides peace of mind and increases confidence in 
investment decisions; 
 
(6) Additional disclosures enable clients to understand the importance of portfolio 
turnover, impact of taxes and the need for better diversification.  
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The other 55% of the respondents (the other group) do not believe that additional 
disclosures of portfolio holdings are favourable as clients lack financial literacy. The 
arguments given to support their claims are: 
 
(1) The level of education amongst Australians on superannuation and investing is 
low;  
 
(2) Most clients don’t understand the information disclosed in superannuation 
statements. Without financial advice, clients are unaware of what their underlying 
holdings actually represent. Even after receiving advice, clients may require 
additional knowledge before making decisions; 
 
(3) Even if clients understand the information disclosed in superannuation 
statements, they may not be interested in it as they are more interested in knowing 
whether their account balance is increasing; 
 
(4) On several occasions, disclosures tend to create confusion;  
 
(5) Clients tend to make decisions based on advice from their trusting financial 
advisor but not on the details provided about their portfolios, implying that the 
quality of advice is more important than quantity; 
 
(6) Clients tend not to focus on their portfolios/superannuation until they are nearing 
retirement age. 
 
4.3.5 Strategies for Self-Managed Superannuation Funds 
After considering several aspects of superannuation, the final part of this section 
studies the strategies put forward by financial planners to entice clients to join 
self-managed superannuation funds. Question 14, an open-ended question, is designed 
to capture these methods. In particular, we ask respondents if they have developed any 
strategies to attract clients who intend to manage their own portfolios and are moving 
towards self-managed superannuation funds (SMSFs). In 2007, SMSFs were  
allowed to borrow in order to purchase financial assets (under limited recourse 
conditions), which made SMSFs an attractive and easily accessible source of property 
investment. SMSFs have attractive features whereby they allow individuals to manage 
their superannuation accounts, including their investment decisions, at a low cost. 
According to the RBA (2014), small business owners and young individuals were 
attracted to this financial innovation and financial planners experienced an increase in 
business in terms of assisting clients to set up their SMSFs. It is for this reason that we 
set up an open-ended question around the strategies used by financial planners to 
encourage their clients to join SMSFs. Interestingly, we did not find any strategies 
worth elaborating on. Half of the respondents who claim to have set up strategies state 
that they had to work on their own personal development as to how to navigate 
SMSFs whereas the remaining half did not develop a strategy. The reasons provided 
for not developing strategies by the remaining half are (1) SMSFs are fraudulent, (2) 
SMSFs are not cost effective and are time consuming and (3) SMSFs are only 
appropriate for a selective group of clients (self-employed with real estate 
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investments). The argument provided to back up the statement that SMSFs are 
fraudulent is that the unrealistic growth in SMSFs occurred due to overselling from 
accountants who do not have their clients’ best interests in mind. 
 
4.4  Insurance 
Similar to superannuation, the concepts learnt from the insurance literature review 
are combined with the information collected during the interviews to carry out a 
study about insurance. This section on insurance discusses six closed-ended 
questions in the area of insurance (See Questions 8.1 to 8.6 in the questionnaire). 
There is also one open-ended question (Question 11) which is discussed later in the 
chapter on the GFC. Question 8.1 attempts to find out how, in general terms, 
financial planners view insurance; Question 8.2 studies whether eight factors 
influence insurance purchase decisions; Question 8.3 looks at the impact of health 
care regulations—such as ‘lifetime community ratings’ on other types of insurance 
purchases; and Questions 8.4 to 8.6 study the different types of advice on insurance 
given by financial planners.   
 
We initiated the research on insurance by first asking our respondents how they would 
define insurance, in general terms (see Figure 4.7 and Table 4.10). Consistent with 
Greene (1954), around 97.52% of our respondents define insurance as a hedging 
instrument against risk and uncertainty (rating of 3.74). A relatively less but still 
statistically significant number of respondents (51.61% of respondents) view 
insurance as a tool to support retirement (rating of 2.59). In addition to the two views, 
insurance is also considered as an additional expenditure by a quarter of our 
respondents (25.93% of respondents). However, insurance as an additional 
expenditure is not statistically significant (rating of 1.99). Lastly, we find no evidence 
that insurance is perceived as a saving tool and we find that it is not statistically 
significant (rating of 1.63).  
 
4.4.1 Factors Influencing Insurance Purchase Behaviour 
Question 8.2 aims to study how eight factors (premium payments, type of insurance, 
tax benefits, uncertainty and risk, financial crisis, amount of insurance purchased, fees 
and commission and level of inflation) influence insurance purchase behaviour. Out 
of the eight factors listed above, the first seven are found to be statistically significant. 
Around 95.87% of our respondents rate ‘premium payments’ (rating of 3.55) as the 
most important factor that influences insurance purchase. Green (1954) states that, in 
the previous 50 years, people have treated life insurance as a savings program for the 
protection of their dependents and a premium was not regarded as a voluntary 
payment but rather as an expenditure that people bear over their basic necessities in 
order to meet future uncertainties. Our evidence shows that financial planners in 
Australia also regard insurance premiums as the most important factor that can 
influence insurance purchase (Refer to Figure 4.8 and Table 4.11). 
 
The second most important factor is ‘type of insurance’ with a rating of 3.24. Around 
85.12% of respondents think that it is essential for their clients to understand the type 
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of insurance they are purchasing. The third and fourth most significant factors are 
‘uncertainty and risk’ (rating of 3.20) and ‘amount of insurance purchased’ (rating of 
3.03). Around 82.64% of respondents find the uncertainty and risk involved to be an 
important factor that their clients must consider when making insurance purchase 
decisions and 78.33% of respondents find the amount of insurance purchased to be an 
important factor.  
 
‘Financial crisis’ (rating of 2.87) and ‘tax benefits’ (rating of 2.40) are the other two 
significant variables. In particular, 66.10% of our respondents find financial crisis to 
be an important phenomenon to be noted when making insurance purchase decisions 
and 46.96% of the financial planners in our research find ‘tax benefits’ to be a 
significant factor that can influence insurance purchases. This is consistent with 
Goode (1962) who states that the advantage of life insurance over alternative 
investments is its favourable tax treatment which enables people to save and earn 
higher interest as compared to alternative investments.  
 
‘Fees and commissions’ (rating of 2.01) are not found to be a statistically significant 
factor. This is consistent with Cupach and Carson (2002) who identify that neither 
fees nor commissions affect the amount/type of insurance recommended by insurance 
agents. However, our results are inconsistent with Anderson and Nevin (1975) who 
examine the amount and type of life insurance as an essential factor that influences 
the type of insurance purchased by households.  
 
Lastly, respondents find ‘inflation’ to be an insignificant factor (rating of 1.75) in 
insurance purchase decisions. Studies done by Greene (1954), Neumann (1969) and 
Fortune (1972) state that inflation has no adverse effect on life insurance savings. This 
may be because insurance is a fixed dollar investment. Greene (1954) explains 
insurance with regards to inflationary and deflationary situations. For individuals 
whose objective is retirement savings, fixed dollar saving through life insurance can 
prove to be an efficient retirement saving tool during deflation when prices are 
expected to decrease. However, during inflation, savings through life insurance may 
not be beneficial because fixed interest returns in insurance will result in a loss of 
purchasing power as prices continue to rise. In consideration of the existing research, 
we do not find any relationship between the level of inflation and insurance purchase 
decisions. 
 
4.4.2 Insurance Policies 
We asked respondents if government initiatives such as ‘lifetime community ratings’ 
can discourage client’s insurance purchases (See Question 8.3). This research does not 
find any statistically significant impacts on this issue. On the contrary, the majority of 
our respondents (79%) are of the view that such initiatives have no impact on the 
purchasing of other insurance policies (See Table 4.12). 
 
In this section, we also assess the results of Questions 8.4 and 8.6. Question 8.4 
investigates the types of policies that are vital for clients and Question 8.6 checks 
whether some insurance policies should be made compulsory. The results summarised 
in Figure 4.9 and Table 4.13 indicate that ‘income protection insurance’ is rated as the 
107 
 
most important type of insurance policy by respondents (rating of 3.76). Around 
96.67% of the respondents in this research prefer that their clients possess an income 
protection policy as security against any loss that may occur due to a loss of 
employment. Nevertheless, existing research in Australia is silent on the importance 
of income protection insurance. The second most important type of policy is ‘life 
insurance’ (rating of 3.75) where 98.33% of respondents find that life insurance 
policies are essential and should be purchased by their clients. The third most 
important policy recommended by financial planners is ‘total permanent disability’ 
(rating of 3.20) where 77.31% of respondents prefer that their clients hold this 
insurance policy. Understanding the importance of total permanent disability 
insurance in Australia is a new concept introduced by this research. The fourth most 
important insurance policy is ‘trauma insurance’ with 74.79% of respondents 
recommending such an insurance policy. Haider et al. (2008), Greene et al. (2010) and 
Haas and Goldman (1994) explain the importance of having trauma insurance in 
reducing the mortality rate. The fifth and sixth most important types of insurance 
policies are ‘insurance against any critical disease’ (rating of 2.79) and ‘insurance for 
business expenses’ (rating of 2.73), respectively. Such evidence is another addition to 
the literature since understanding the importance of insurance against critical disease 
has not been adequately covered. Furthermore, there is limited literature available on 
insurance for business expenses.  
 
Furthermore, this research considers respondents’ opinions on whether four types of 
insurance policies should be made compulsory for the benefit of their clients (Refer to 
Question 8.6). The results summarised in Figure 4.10 and Table 4.14 show that 
‘income protection policy’ is given highest preference (81% of the respondents). The 
second most important policy that respondents think should be made compulsory is 
‘life insurance’ (77% of respondents), then followed by ‘total and permanent 
disability’ (56% of respondents) and, lastly, ‘trauma insurance’ (32% of respondents). 
Our results suggest that all of these policies should be compulsory but that there is 
stronger support for income protection insurance than for trauma insurance. 
 
4.4.3 Recommendation of Insurance Policies to Clients 
This section covers Australian financial planners’ likelihood of recommending 
insurance policies to their clients at different life stages (Refer to Question 8.5). We 
find that out of twelve stages, respondents rated nine life stages where they think their 
clients must have insurance. The nine stages are:  
 
(1) Clients divorced with children 
(2) Middle aged, married, children and low income 
(3) Middle aged, married and high income 
(4) Young, married, children and low income earner  
(5) Young, married and with no children 
(6) Divorced  
(7) Middle aged, married, no children and low income 
(8) Middle aged and unmarried  
(9) Young and unmarried clients 
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Respondents place the highest importance on clients who are divorced and have 
children (rating of 3.57). Clients who are middle aged individuals, are married, have 
children and earn a low income are rated second in the respondent’s priority list who 
they think should acquire insurance (rating of 3.50). Besides the two top-rated life 
stages, insurance at other life stages in order of their statistical significance are 
‘middle aged, married, and high income’ (rating of 3.48), ‘young, married, have 
children and low income earner’ (rating of 3.47), ‘young married with no children’ 
(rating of 3.00), ‘divorced’ (rating of 2.94), ‘middle aged, married, no children and 
low income’ (rating of 2.92), ‘middle aged and unmarried’ (rating of 2.77), and 
‘young and unmarried’ (rating of 2.60). These results are shown Figure 4.11 and 
Table 4.15. 
 
Although the respondents find that possessing life insurance is important at most of 
the life stages, in order of statistical significance, individuals who are 
divorced/married and have family responsibilities are given a relatively higher degree 
of importance. We also observe that respondents do not place importance on 
purchasing insurance at retirement age. This could be because respondents may be of 
the view that it is the age when individuals have to plan appropriate savings in order 
to meet their retirement needs rather than spend money on insurance policies.  
 
4.5  Performance of Financial Planning Firms 
There are various ways to evaluate the performance of a financial planning business 
and one of them is to track the number of clients that join the financial planning firm. 
Another way is to look at the amount of funds under management. Question 10.1 
collects information in terms of the number of clients joining the financial planning 
business over different time periods and Question 10.2 captures the change of funds 
under management in the financial planning business. An increase in the number of 
clients or an increase in the amount of funds is regarded as good performance and vice 
versa. Around 71% of respondents state that their number of clients has increased 
since 2010 (Refer to Table 4.16). However, the highest percentage increase in the 
number of clients is observed during the period 2001-2009 with 80% of respondents 
reporting an increase in the number of clients. When we compare the period 
2001-2009 to the period 2010 onwards, the percentage of increase drops from 80% to 
70%. This may be due to a lack of confidence in the financial system following the 
GFC. As stated by Chesters (2012), the GFC lead to a slowdown in the Australian 
economy in 2008-2009 after 15 years of continuous growth. 
  
The results summarised in Table 4.17 reflect the change in the amount of funds under 
management by the respondents’ respective firms. Around 79% of the respondents 
display an increase in the amount of funds during the period of 2001-2009 and it 
remains same in 2010 and onwards. If we combine the results from the number of 
clients and the amount of funds under management, we find that although there has 
been a decrease in the number of clients post GFC, the amount of funds under 
management continue to grow. 
 
Another way of detecting good performance is to check if the financial planner 
working for the financial planning business has had an outstanding performance in 
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terms of winning industry awards (See Question 10.4). Table 4.18 and Figure 4.12 
show the number and type of awards won by our respondents for their advisory 
services. It is observed that half of the respondents earned awards conferred only by 
their respective financial planning firms. In addition, around 17% of the respondents 
earned awards related to clients expressing their consistent satisfaction for the 
respondent’s financial advisory services. The other two statistically significant awards 
earned by our respondents are FPA Certified Financial Planner Professional Best 
Practice Awards (16% of respondents) and FPA Fellow awards (7% of respondents). 
We use this evidence to conclude that clients are satisfied with the performance of the 
financial planners. 
 
Figure 4.13 and Table 4.19 highlight the strategies adopted by respondents to attract 
new clients. The results suggest that word of mouth publicity (rating of 3.46) is the 
most popular/successful strategy as satisfied clients tend to bring more clients. 
Furthermore, sending newsletters by mail/email (rating of 2.59) is another important 
strategy to attract clients as it allows financial planners to provide detailed 
information about their performance. The other strategies rated statistically significant 
by the respondents are seminars and workshops (rating of 2.43) and online ads, 
websites, etc (rating of 2.42). 
 
4.6  Regulatory Reforms in the Financial Planning Industry 
This section covers two open-ended questions about the Australian financial planning 
regulatory framework, namely, Future of Financial Advice (FOFA) reforms (see 
Question 12) and advertising guidelines through ASIC RG 234 (Refer to Question 
17).  
  
FOFA reforms have been introduced by the Australian government to improve the 
quality of financial advice and make advisory services easily available and affordable 
for the broader public. The reforms were established in the wake of collapses
2
 such as 
Storm Financial Limited and Opes Prime Group Limited where the key objective is to 
ensure that clients regularly review their attitude towards financial planning. 
Respondents are asked to reflect on whether the introduction of FOFA reforms forced 
financial planners to alter the risk profile of their clients. Around 92% of respondents 
believe that FOFA reforms will not have any influence on the risk profile of their 
clients. After synthesizing the responses from this group of respondents, we gather the 
following: 
 
(1) FOFA has increased the awareness about fees and has repelled ‘dodgy operators’;  
 
(2) It has fostered greater education and contributed to improving clients’ financial 
literacy; 
 
(3) FOFA ‘forced’ advisers to act in the best interests of their clients as advisers must 
assess the risk profile of their clients. In turn, advisers have to re-consider 
products which are compatible with the risk profile; 
 
                                                 
2 Investors lost billions of dollars over reckless financial advice. 
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(4) FOFA has led to an in increase in administrative costs which has been passed on 
to clients, thus making advisory services more expensive.  
 
Furthermore, respondents were asked to share their opinion on ASIC RG 234 
advertising guidelines. ASIC RG 234 is the guide for the promoters of financial 
products, financial advisory services, credit products and services and publishers of 
advertising for these products and services. This guide aims to help promoters comply 
with the legal obligations and avoid engaging in any kind of misleading conduct. 
Around 49% of respondents feel that the guide is adequate for better client decision 
making. This group of respondents view that information through such guidelines 
enables clients to make better choices. In contrast, 51% of respondents do not agree 
that advertising guidelines for financial products by ASIC RG 234 are adequate for 
better client decision making. These respondents are of the view that: 
 
(1) Despite having guidelines, some advertisements are still misleading and lack 
transparency with financial products;  
 
(2) The majority of clients have little understanding of investment products and 
therefore prefer to rely on advertisements. In contrast, advertising has limited 
information disclosure and therefore it is essential that clients seek advice prior to 
purchasing products;  
 
(3) Too much compliance may hide relevant details;  
 
(4) Finally, the conclusion drawn from this set of respondents is that a large portion 
of the client population does not have sufficient knowledge, experience or good 
decision making behaviours to know how the guidelines will protect them. The 
concept of delivering a clear, accurate and balanced message is simply too 
subjective and can be heavily biased for clients to understand. 
 
 
4.7 Conclusion 
A review of the literature suggests that a major gap exists in terms of understanding 
the behaviour of financial planners in Australia. ANZ (2008) carried out a survey of 
individual investors in the areas of retirement planning, superannuation, insurance and 
investments. However, they failed to capture the opinions of financial advisors in 
these areas and, to that end, this research carries out a survey of financial planners. 
Following the results presented in this chapter, it is clear that there are similarities 
when comparing the results to ANZ (2008) and, in addition, there are many other 
innovative aspects that this chapter documents. 
 
In the area of retirement planning, we document 15 important factors that financial 
planners believe are important before making decisions. These factors are 
diversification, asset allocation strategy, longevity and health risk, management of 
debt, inflation, estate management, saving patterns of individuals, provision for 
adequate insurance cover, importance of having precise and detailed financial goals, 
liquidity risk, concern for clients approaching bankruptcy, the importance of 
conducting a number of meetings with clients and retirement planning for clients 
when they prefer to stay at home instead of in age care centres. 
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As for superannuation, there are 17 important factors to consider, namely, industry 
funds, public sector funds, eligible rollover funds, retail superannuation funds, tax, 
private fund-bank/insurance, safety and security, investment horizon, MySuper, 
concessional contribution caps, corporate or employer funds, master trust funds, 
self-managed superannuation funds, co-contributions by the government, mandatory 
contributions, non-concessional contribution caps and increases in superannuation 
guarantee rates for average income earners. 
 
With regards to insurance, we find 8 factors (premium payments, type of insurance, 
level of inflation, tax benefits, uncertainty and risk, financial crisis, amount of 
insurance purchased and fees and commission involved) that influence insurance 
purchase decisions. As per Australian financial planners, it is vital to have the 
following insurance policies: life insurance, trauma insurance, total and permanent 
disability, income protection, insurance for business expenses and insurance against 
any critical disease. Furthermore, our respondents believe that life insurance, trauma 
insurance, income protection and total and permanent disability insurance should be 
made compulsory. Financial planners identified 9 categories of life stages where 
insurance is warranted, namely, ‘clients divorced with children’, ‘middle aged, 
married, children and low income earners’, ‘middle aged, married and high income 
earners’, ‘young, married, children and low income earning clients’, ‘clients who are 
young, married and have no children’, ‘clients who are divorced, middle aged, 
married, no children and low income clients’, ‘middle aged and unmarried’ as well as 
‘young and unmarried clients’. 
 
In the final section of this chapter, we show that the performance of the financial 
planning industry is evolving. 
112 
 
Figure 4.1: Important Factors in Retirement Planning 
 
This figure shows the importance of each factor for retirement planning as per Australian financial planners. Respondents were asked to rate 
the importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average rating for 
each item is reported. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Figure 4.2: Importance of Factors when Advising a Client with a Moderate Risk Profile on Superannuation 
 
This figure shows the importance of each factor for superannuation as per Australian financial planners. Respondents were asked to rate the 
importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average rating for each 
item is reported. 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Figure 4.3: Alternative Investment Methods over Superannuation 
 
This figure shows the importance of alternative investment methods over superannuation as per Australian financial planners. Respondents 
were asked to rate the importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The 
average rating for each item is reported. 
 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Figure 4.4: Relevant Sources of Information for Superannuation 
This figure shows the relevant information sources that Australian financial planners prefer for superannuation. Respondents were asked to 
rate the importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average rating for 
each item is reported. 
 
 
   
 Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Figure 4.5: Justification for the Fees Charged 
 
This figure shows the importance of different types of fees as per Australian financial planners. Respondents were asked to rate the 
importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average rating for each 
item is reported. 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Figure 4.6: Important Disclosures to Understand Superannuation Fund Statements 
 
This figure shows the importance of relevant disclosures in superannuation fund statements as per Australian financial planners. Respondents 
were asked to rate the importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The 
average rating for each item is reported. 
 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Figure 4.7: Perception about Insurance 
 
This figure shows the importance of insurance as per Australian financial planners. Respondents were asked to rate the importance of each 
item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average rating for each item is reported. 
 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Figure 4.8: Factors Influencing Insurance Purchase Behaviour 
This figure shows the importance of factors influencing insurance purchase behaviour as per Australian financial planners. Respondents were 
asked to rate the importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average 
rating for each item is reported. 
 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor.  
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Figure 4.9: Vital Insurance Policies 
 
This figure shows the importance of various insurance policies as per Australian financial planners. Respondents were asked to rate the 
importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average rating for each 
item is reported. 
 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor.  
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Figure 4.10: Policies that should be Compulsory 
 
This figure presents the proportion of respondents choosing a particular insurance policy that they think should be made compulsory for their 
clients.  
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Figure 4.11: Recommendation to Buy Insurance Policies at Different Life Stages 
 
This figure shows that Australian financial planners recommend insurance policies with the following characteristics to clients. Respondents 
were asked to rate the importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The 
average rating for each item is reported. 
 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor.  
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Figure 4.12: Outstanding Performance of Financial Planners 
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Figure 4.13: Strategies Adopted to Attract New Clients 
 
This figure shows the importance of strategies adopted by Australian financial planners to attract new clients. Respondents were asked to rate 
the importance of each item on a scale of 0 to 4, where 0 indicates no importance and 4 indicates high importance. The average rating for 
each item is reported. 
 
 
Note: An asterisk indicates that the number is statistically greater than 2 and hence an important factor. 
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Table 4.1: Preferred Age for Retirement Planning 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 4.2: Level of Concern in the Case of Inappropriate Retirement Planning 
 
Mean 2.97 
T-Statistics 15.09 
 
 
 
Age Response 
<40 52% 
40-60 48% 
>60 0% 
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Table 4.3: Important Factors in Retirement Planning  
 
Important Factors when Advising a Client on  
Retirement Planning  
Mean Median Mode Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Client Staying at Home Instead of Age Care 
Centres 
2.44 2.00 2.00 12.03% 41.35% 46.62% 6.13 
Number of Meetings with Clients 2.51 2.00 2.00 6.72% 46.27% 47.01% 7.60 
Client Approaching Bankruptcy 2.82 3.00 4.00 16.38% 22.41% 61.21% 7.96 
Liquidity Risk 2.89 3.00 3.00 3.62% 26.09% 70.29% 13.26 
Precise and Detailed Financial Goal 2.93 3.00 3.00 5.80% 22.46% 71.74% 12.83 
Adequate Insurance Cover 2.97 3.00 3.00 10.95% 16.79% 72.26% 11.54 
Savings Pattern 2.99 3.00 3.00 3.62% 23.91% 72.46% 13.98 
Estate Management 3.13 3.00 3.00 0.00% 24.29% 75.71% 17.21 
Market Risk 3.17 3.00 3.00 2.14% 17.14% 80.71% 17.63 
Inflation 3.18 3.00 3.00 2.16% 15.11% 82.73% 18.21 
Debt Management 3.27 3.00 4.00 2.90% 11.59% 85.51% 19.13 
Tax 3.32 3.00 3.00 0.72% 10.07% 89.21% 22.84 
Longevity and Health Risk 3.34 3.00 4.00 2.14% 10.71% 87.14% 20.93 
Asset Allocation Strategy 3.49 4.00 4.00 0.00% 6.52% 93.48% 28.33 
Diversification 3.51 4.00 4.00 0.00% 5.07% 94.93% 29.91 
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Table 4.4: Importance of Factors when Advising a Client with a Moderate Risk Profile on Superannuation 
Important Factors when Advising a Client on  
Superannuation 
Mean Median Mode 
Low 
Importance (%) 
Neutral 
(%) 
High 
Importance (%) 
T-Stats 
Retirement Savings Account 1.66 1.00 1.00 51.61% 34.41% 13.98% -4.14 
MySuper Product 1.93 2.00 2.00 29.35% 50.00% 20.65% -0.83 
Eligible Rollover Funds 2.01 2.00 2.00 26.53% 51.02% 22.45% 0.13 
Private Fund-Bank/ Insurance 2.11 2.00 2.00 23.76% 44.55% 31.68% 1.37 
Corporate or Employer Funds 2.17 2.00 2.00 21.93% 48.25% 29.82% 2.04 
Public Sector Funds 2.22 2.00 2.00 22.32% 43.75% 33.93% 2.57 
Industry Funds 2.25 2.00 2.00 17.12% 47.75% 35.14% 3.22 
Co-contribution by the Government 2.43 2.00 2.00 17.83% 38.76% 43.41% 4.97 
Master Trust Superannuation Funds 2.45 2.00 2.00 12.93% 43.10% 43.97% 5.44 
Retail Superannuation Funds 2.47 2.00 2.00 15.52% 36.21% 48.28% 5.51 
Self-Managed Superannuation Funds 2.61 3.00 2.00 10.08% 36.13% 53.78% 7.49 
Increase in Superannuation Guarantee Rate for 
Average Income Earners 
2.70 3.00 3.00 10.61% 30.30% 59.09% 8.66 
Mandatory Contributions 2.82 3.00 3.00 4.58% 34.35% 61.07% 10.79 
Safety and Security 3.02 3.00 3.00 4.51% 19.55% 75.94% 14.18 
Tax 3.18 3.00 3.00 3.05% 10.69% 86.26% 18.25 
Non-concessional Contribution Cap 3.21 3.00 4.00 3.68% 16.18% 80.15% 16.66 
Concessional Contribution Cap 3.52 4.00 4.00 1.48% 6.67% 91.85% 25.59 
Investment Horizon 3.56 4.00 4.00 0.00% 4.44% 95.56% 31.07 
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Table 4.5: Number of Superannuation Funds to Hold 
 
 Number 
of Funds 
Low Income Earner    
% 
Average Income Earner  
% 
High Income 
Earner 
% 
1 98 90 83 
2 2 10 14 
>2 - - 3 
 
 
Table 4.6 Alternative Investment Methods over Superannuation 
 
Alternative Investment Methods over  
Superannuation 
Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Long Term Treasury Bond 1.79 2.00 2.00 34.58% 54.21% 11.21% -3.24 
Savings in a Bank Account 1.97 2.00 1.00 38.14% 36.08% 25.77% -0.32 
Investment in Diversified Growth Mutual 
Fund 
2.28 2.00 2.00 14.05% 51.24% 34.71% 3.87 
Property Investment 2.44 2.00 2.00 12.70% 41.27% 46.03% 5.81 
Age Pension 2.44 2.00 2.00 16.81% 38.05% 45.13% 4.93 
Equity Investment 2.59 3.00 2.00 5.47% 42.19% 52.34% 8.62 
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Table 4.7 Relevant Sources of Information for Superannuation 
 
Relevant Information Sources Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Advertisement through Fliers 1.46 1.00 1.00 60.00% 34.00% 6.00% -6.23 
Private/Insider Information 1.65 1.50 1.00 50.00% 35.42% 14.58% -3.37 
Social Networks 1.69 2.00 1.00 47.54% 40.98% 11.48% -3.01 
Word of Mouth 1.97 2.00 2.00 35.14% 39.19% 25.68% -0.26 
ASX News Release 2.27 2.00 2.00 22.35% 40.00% 37.65% 2.64 
Newsletters Sent by Mail/Email 2.31 2.00 2.00 19.77% 39.53% 40.70% 3.20 
Reuters, Bloomberg and Other Similar Sources 2.37 2.00 2.00 15.85% 41.46% 42.68% 3.82 
Books/ Publications/ Magazines 2.46 2.00 2.00 10.11% 42.70% 47.19% 5.44 
Web Information 2.76 3.00 3.00 12.09% 20.88% 67.03% 7.84 
Industry and Government Disclosures 2.92 3.00 3.00 4.65% 29.07% 66.28% 9.64 
Seminars or Workshops 2.98 3.00 3.00 4.35% 21.74% 73.91% 11.37 
Research Articles 3.00 3.00 3.00 5.38% 22.58% 72.04% 10.90 
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Table 4.8: Justification for the Fees Charged 
Important Fees Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Termination Fees 1.78 1.00 1.00 57.14% 22.45% 20.41% -1.45 
Investment Switching Fees 1.86 2.00 1.00 44.09% 34.41% 21.51% -1.42 
Annuity Fees 1.90 2.00 2.00 37.96% 40.74% 21.30% -1.20 
Low Account Preservation Fees 2.11 2.00 1.00 37.08% 31.46% 31.46% 0.97 
Issuer Fees 2.21 2.00 2.00 29.25% 38.68% 32.08% 2.02 
Establishment Fees 2.25 2.00 2.00 25.81% 40.86% 33.33% 2.32 
Performance Fees 2.25 2.00 2.00 20.00% 41.82% 38.18% 3.10 
Buy and Sell Fees 2.30 2.00 2.00 23.77% 37.70% 38.52% 3.28 
Expense Recovery Fees 2.37 2.00 2.00 21.10% 37.61% 41.28% 3.84 
Member Fees 2.46 2.00 2.00 21.37% 34.19% 44.44% 4.66 
Insurance Fees 3.08 3.00 4.00 5.51% 22.83% 71.65% 13.06 
Administration Fees 3.18 3.00 4.00 4.62% 19.23% 76.15% 14.93 
Advisory Service Fees 3.52 4.00 4.00 0.76% 10.61% 88.64% 24.48 
131 
 
Table 4.9: Importance of Disclosures in Understanding Superannuation Fund Statements 
 
Importance of Disclosures in Understanding 
Superannuation Fund Statements 
Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Disclosure of Legal Heirs 2.59 3.00 4.00 21.55% 25.00% 53.45% 5.77 
Other Benefits and Administrative Disclosure 2.67 3.00 2.00 14.63% 31.71% 53.66% 7.17 
Operational Expenditure 2.69 3.00 4.00 21.14% 18.70% 60.16% 6.86 
Other Fund Fees and Expenditure 2.83 3.00 4.00 16.54% 18.11% 65.35% 8.69 
Investment Breakdown 3.21 3.00 4.00 4.58% 16.03% 79.39% 15.78 
Self-Contribution 3.21 3.00 4.00 5.43% 17.83% 76.74% 14.86 
Other Contributions 3.31 4.00 4.00 3.05% 13.74% 83.21% 18.18 
Details on Insurance 3.36 4.00 4.00 3.10% 10.85% 86.05% 19.30 
Contribution by Employer 3.41 4.00 4.00 0.77% 11.54% 87.69% 22.21 
Return on Investment 3.61 4.00 4.00 1.52% 3.79% 94.70% 28.87 
Investment Amount 3.66 4.00 4.00 0.76% 5.30% 93.94% 30.96 
Account Balance 3.73 4.00 4.00 0.76% 1.53% 97.71% 37.87 
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Table 4.10: Perception about Insurance 
 
Factors Defining Insurance  Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
A Savings Tool. 1.63 1.00 1.00 52.94% 35.29% 11.76% -3.33 
An Additional Expenditure. 1.99 2.00 2.00 34.57% 39.51% 25.93% -0.12 
A Tool to Support Retirement. 2.59 3.00 2.00 15.05% 33.33% 51.61% 5.69 
A Hedge Against Risk and Uncertainty. 3.74 4.00 4.00 1.65% 0.83% 97.52% 34.52 
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Table 4.11: Factors Influencing Insurance Purchase Behaviour 
 
Factors Influencing Insurance Purchase Behaviour Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Level of Inflation 1.75 2.00 2.00 42.71% 43.75% 13.54% -3.08 
Fees and Commission Involved 2.01 2.00 2.00 35.78% 36.70% 27.52% 0.10 
Tax Benefits 2.40 2.00 3.00 17.39% 35.65% 46.96% 4.79 
Financial Crisis 2.87 3.00 3.00 8.47% 25.42% 66.10% 10.10 
Amount of Insurance Purchased 3.03 3.00 3.00 3.33% 18.33% 78.33% 14.54 
Uncertainty and Risk 3.20 3.00 4.00 4.96% 12.40% 82.64% 15.64 
Type of Insurance 3.24 3.00 3.00 2.48% 12.40% 85.12% 17.85 
Premium Payments 3.55 4.00 4.00 0.00% 4.13% 95.87% 29.64 
 
 
Table 4.12: Influence of Healthcare Insurance Regulation ‘Lifetime Community Rating’ on other Insurance Purchases 
Response Impact on Insurance 
Yes 21 
No 79 
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Table 4.13: Vital Insurance Policies 
 
Vital Insurance Policies Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Other Insurance (if any) 2.30 2.00 2.00 14.47% 51.32% 34.21% 3.11 
Insurance for Business Expenses 2.73 3.00 3.00 12.07% 28.45% 59.48% 8.04 
Insurance Against Any Critical Disease 2.79 3.00 3.00 10.26% 29.06% 60.68% 8.79 
Trauma Insurance 3.10 3.00 4.00 4.20% 21.01% 74.79% 13.69 
Total Permanent Disability 3.20 3.00 4.00 4.20% 18.49% 77.31% 14.75 
Life Insurance 3.75 4.00 4.00 0.00% 1.67% 98.33% 40.62 
Income Protection 3.76 4.00 4.00 0.00% 3.33% 96.67% 38.37 
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Table 4.14: Policies that should be Compulsory  
 
Policies 
Upper 
Limit 
Proportion 
Lower 
Limit 
Number of 
Respondents 
N Z-Stats 
Trauma 32% 25% 17% 29 118 6.20 
Total Permanent Disability 56% 47% 38% 55 118 10.15 
Life 77% 69% 61% 82 119 16.24 
Income Protection 81% 73% 65% 88 120 18.17 
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Table 4.15: Recommendation to Buy Insurance Policies at Different Life Stages 
 
Importance of Insurance Policies for Clients with 
Different Characteristics 
Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Retirement Age, Married, No Children and Low Income 1.49 1.00 1.00 62.69% 26.87% 10.45% -5.72 
Retirement Age and Unmarried 1.55 1.00 1.00 56.92% 33.85% 9.23% -4.79 
Retirement Age, Married, Independent Children and High 
Income 
1.80 1.00 1.00 53.03% 21.21% 25.76% -1.61 
Young and Unmarried 2.60 3.00 2.00 16.52% 32.17% 51.30% 6.18 
Middle Aged and Unmarried 2.77 3.00 3.00 10.17% 23.73% 66.10% 9.31 
Middle Aged, Married, No Children and Low Income 2.92 3.00 3.00 5.13% 22.22% 72.65% 12.15 
Divorced 2.94 3.00 3.00 6.84% 22.22% 70.94% 11.38 
Young, Married and with No Children 3.00 3.00 3.00 5.13% 18.80% 76.07% 13.02 
Young, Married, Children and Low Income Earner 3.47 4.00 4.00 1.68% 9.24% 89.08% 21.84 
Middle aged, Married, and High Income 3.48 4.00 4.00 0.00% 6.67% 93.33% 26.01 
Middle Aged, Married, Children and Low Income 3.50 4.00 4.00 0.83% 3.33% 95.83% 27.02 
Divorced with Children 3.57 4.00 4.00 0.00% 5.83% 94.17% 28.40 
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Table 4.16: Performance of Australian Financial Planning Business when 
Measured by Number of Clients 
 
  
1981-90 
% 
1991-2000 
% 
2001-09 
% 
2010 onwards 
% 
Increase 33 50 80 71 
Decrease 2 2 8 11 
No Change 2 3 5 14 
Unknown 15 13 5 4 
N/A 48 32 2 0 
 
 
 
Table 4.17: Performance of Australian Financial Planning Business when 
Measured by Amount of Funds under Management 
 
 
1981-90 
% 
1991-2000 
% 
2001-09 
% 
2010 onwards 
% 
Increase 38 54 79 79 
Decrease 1 2 8 8 
No Change 2 2 6 8 
Unknown 15 10 4 3 
N/A 44 31 3 1 
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Table 4.18: Outstanding Performance of Financial Planners 
 
 
Methods 
Upper 
Limit 
Proportion 
Lower 
Limit 
Number of 
Respondents 
N Z-Stats 
 
FPA Financial Planner AFP Best Practice Award 
 
5% 2% -2% 1 58 1.01 
Future2 Community Service Best Practice Award 5% 2% -2% 1 58 1.01 
FPA Distinguished Service Award 11% 5% -1% 3 58 1.78 
FPA Fellow Award 13% 7% 0% 4 58 2.07 
FPA Certified Financial Planner Professional Best Practice 
Award 
25% 16% 6% 9 58 3.26 
 
Awards Related to Clients Expressing their Consistent 
Satisfaction 
27% 17% 8% 10 58 3.48 
Any Award from your Firm 63% 50% 37% 29 58 7.62 
Any Other Awards 
 
63% 50% 37% 29 58 7.62 
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Table 4.19: Strategies Adopted to Attract New Clients 
 
Important Strategies Adopted to Attract New Clients Mean Median Mode 
Low 
Importance 
(%) 
Neutral 
(%) 
High 
Importance 
(%) 
T-Stats 
Print Media (Yellow 
Pages/Publications/Magazines/Newspapers) 
2.00 2.00 1.00 42.86% 23.81% 33.33% 0.00 
Other Media Advertising (Television, Radio, 
Mobile Device, etc.) 
2.00 2.00 1.00 35.48% 35.48% 29.03% 0.00 
Publishing Reports on Performance 2.08 2.00 3.00 30.56% 30.56% 38.89% 0.59 
Social Media Advertising (Facebook, Twitter, etc.) 2.11 2.00 1.00 35.71% 25.00% 39.29% 0.81 
Online Ads, Websites, etc. 2.42 3.00 3.00 16.92% 32.31% 50.77% 3.88 
Seminars and Workshops 2.43 2.00 3.00 22.86% 28.57% 48.57% 4.28 
Newsletters Sent by Mail/Email 2.59 3.00 3.00 15.63% 28.13% 56.25% 6.01 
Others 2.78 3.00 3.00 10.00% 30.00% 60.00% 5.66 
Word of Mouth Publicity 3.46 4.00 4.00 0.78% 10.08% 89.15% 23.41 
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CHAPTER 5: FUNDAMENTAL ANALYSIS OF 
AUSTRALIAN FINANCIAL PLANNING 
 
5.1  Introduction 
The existing literature on fundamental factors shows factors such as gender, age, 
income level, marital status, residency status, education, type of organisation and 
industry have the potential to affect individual decision making. Nevertheless, the 
literature does not provide any guidance as to the role of fundamental factors in 
Australian financial planning. This research studies the influence of some of the 
commonly studied fundamental factors in the three areas of financial planning, 
namely, retirement planning, superannuation and insurance. 
 
This research adopts their research structure of Ramiah et al. (2014, 2015) who 
investigate fundamental factors in working capital practices in Australia. In particular, 
this chapter explores whether the fundamental factors which include gender, age, 
income level, marital status, residency status, education, type of organisation and 
industry affect decisions of financial planners in Australia. Respondents are 
subcategorised as per the fundamental characteristics in an effort to examine their 
financial planning practices. The rest of this chapter is organised as follows: Sections 
5.2 to 5.9 discuss the empirical results of gender, age, income level, marital status, 
residency status, education, type of organisation and industry, respectively, and 
Section 5.10 concludes this chapter. 
 
5.2  Gender 
Financial planning in Australia is a male-dominated industry and, as expected, there 
are only 22 female financial planners (13%) who participated in our research survey. 
The results in Table 5.1 show that female respondents are more concerned when their 
clients are approaching bankruptcy, give preference to having precise and detailed 
financial goals and are concerned about clients’ liquidity risk as compared to male 
respondents when advising clients on retirement planning (the values are considered 
at 95% level of confidence). This is consistent with Powell and Ansic (1997) and 
Jianakoplos and Bernasek (1998) who also found women to be risk averse. Table 5.2 
shows that female financial planners place more importance on real estate investments 
as compared to male financial planners who have a higher inclination towards 
investments in stocks/equities when designing a retirement plan for their clients. 
Investments in stocks/equities are considered to be an aggressive form of investing 
and thus are less preferred by female respondents. Furthermore, when asked about 
their views about important factors in superannuation, female respondents prefer 
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non-concessional contribution caps as compared to their male counterparts. (Refer to 
Table 5.3) This shows that female financial planners prefer that their clients 
contribute after-tax income to superannuation in order to increase their 
superannuation investments and thus avoid the risk of a post-retirement shortfall in 
savings. Table 5.6 documents the difference in opinions between male and female 
respondents on justified superannuation fees. Male respondents place more 
importance on expense recovery fees as compared to female respondents. An expense 
recovery fee is an out of pocket expense of a superannuation fund (e.g. audit fees) 
which is later recovered from the member’s account by the fund. Male respondents 
find this fee to be an additional expenditure and thus prefer that their clients are aware 
of this fee charged from their fund as it may affect clients’ superannuation returns. In 
the case of important disclosures in superannuation fund statements, Table 5.7 shows 
that female respondents find knowing the account balance of superannuation as very 
important as compared to their counterparts. A potential explanation for this can be 
that knowing the account balance gives a sense of security about the availability of 
funds in the superannuation account. This may also help to check if the 
superannuation account has sufficient funds in it and to avoid any risk of shortfall 
arising due to future uncertainties. Table 5.10 reflects that female respondents place 
greater priority on income protection insurance policies as compared to male 
respondents. Having an income protection insurance policy again shows that female 
respondents (financial planners) prefer that their clients have income security in order 
to avoid any deficiency arising in the case of job loss. Moreover, in contrast to male 
respondents, women are found to place a high level of importance on recommending 
insurance policies to clients who are at retirement age, are married, and have 
independent children and a high income (Refer to Table 5.11). This may be because 
households with a high income, independent children and who are at retirement age 
may not find insurance necessary. Female respondents want their clients in this 
category to still to have insurance policies in order to remain protected against any 
future uncertainty. 
 
5.3  Age 
Our research segregates respondents into three age groups: young individuals (below 
40 years), middle age individuals (40-60 years) and old age individuals (above age 
60). Around 22% of our respondents were young individuals, 49% were middle aged 
and 16% were older respondents. We find that 13% of the participants did not wish to 
respond. There are differences noticed for age in the three sections of this research, 
namely, retirement planning, superannuation and insurance. In the area of retirement 
planning, older respondents give more preference to clients approaching bankruptcy 
as compared to young and middle aged respondents. This shows the risk averse 
behaviour of older respondents which is similar to Tymula et al. (2013) and Riley and 
Chow (1992) who also find elderly people are more risk averse. However, in contrast 
to the above discussion, our results show that young individuals give preference to 
conservative investments. Table 5.4 shows that young respondents give greater 
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importance to savings in a bank account as a preferred alternative form of investment 
over superannuation when compared to older respondents. Older respondents tend to 
favour public sector superannuation funds more than middle aged respondents (See 
Table 5.3). There are no other statistically significant differences noticed for the 
different types of funds. Moreover, among young and middle aged respondents, in 
superannuation, middle aged respondents give more preference to concessional and 
non-concessional contribution caps. As discussed by Agarwal, Driscoll, Gabaix and 
Laibson (2009) and Tymula et al. (2013), middle aged individuals are well established 
and have more experience. This could be the reason why middle age respondents 
show an interest in additional contributions towards superannuation (concessional and 
non-concessional contributions) and thus may be concerned about the caps imposed 
on these contributions.  
 
Table 5.5 shows that older respondents find newsletters sent by mail/email as a 
relevant source of information whereas middle aged respondents prefer attending 
seminars and workshops more relevant to receiving valuable information related to 
superannuation as compared to young respondents. In the case of superannuation fees, 
middle aged respondents give more importance to investment switching fees, expense 
recovery fees and annuity fees charged on superannuation funds as compared to 
young respondents. Older respondents pay more attention to administration fees as 
compared to middle aged respondents. Table 5.7 shows that in superannuation fund 
disclosure statements, older respondents place greater importance on contributions 
made by employers towards the superannuation fund as compared to young and 
middle aged respondents.  
 
In the area of insurance, when we asked respondents how they define insurance in 
general terms, middle aged respondents prefer to define it more as a tool to support 
retirement as compared to young respondents (Refer to Table 5.8). Furthermore, 
young and middle aged respondents consider income protection insurance as being 
more vital for their clients as compared to older respondents (See Table 5.10). Older 
respondents are close to retirement and thus may not find income protection insurance 
policy as important. In addition, middle aged respondents prefer their clients to have 
insurance when they are middle aged, married and have a high income as compared to 
young respondents. Among middle aged and older respondents, middle aged 
respondents prefer that clients who are divorced possess insurance as compared to 
older respondents (See Table 5.11). Additionally, when respondents were asked about 
the strategies adopted to attract new clients, young respondents are found to prefer 
word of mouth publicity as well as seminars and workshops more than the middle 
aged respondents. Similarly, among middle aged respondents and older respondents, 
older respondents prefer using seminars and workshops as well as published reports 
on their performance to attract clients as compared to middle aged respondents (See 
Table 5.13). 
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5.4  Income Level 
Most financial planners in our sample are average income (44%) and high income 
(34%) earners; therefore. the study predominantly concentrates on these two groups. 
About 20% of respondents did not wish to respond. There is no statistically significant 
difference observed between the two income groups in the area of retirement 
planning. Under superannuation, average income earners are observed to prefer 
property investments more than high income earners as an alternative investment 
method over superannuation. (See Table 5.4) Average income earners find it 
beneficial to invest their income in property investments, which can provide them 
with a sense of security as compared to investing in riskier investments (such as 
equity). The availability of finances for average income earners is less as compared to 
high income earners. Table 5.5 shows that average income earners consider 
superannuation information from ASX news releases, advertisements through fliers 
and seminars or workshops as being more relevant compared to high income earners. 
On the justification for the different types of fees considered under this study (Table 
5.6), high income earners are found to show more interest in administrative fees and 
advisory service fees as compared to average income earners. In the area of insurance, 
Table 5.9 shows that average income earners find that the level of inflation and fees 
and commission influence insurance purchase behaviour, as compared to high income 
earners. This difference of opinion between the two groups of respondents may be due 
to the fact that an adequate amount of income is available to the high income earners 
and therefore they may not be bothered about by costs of insurance due to any reason 
whatsoever. When respondents are asked about the strategies they prefer to adopt in 
order to attract clients (refer to Table 5.13), a statistical difference between high and 
average income earners is found in case of media advertising (which includes 
television, radio, mobile device, etc.). Average income earners give more importance 
to media advertising as compared to high income earners. 
 
5.5  Marital Status 
This research segregates respondents into two groups: ‘in a relationship’ status 
(married and de facto) and ‘not in a relationship’ status (not married, divorced and 
widowed). The majority of our respondents are found to be married (70%). There are 
6% in a de facto relationship, 5% divorced, 1% widowed and 7% not married. Around 
11% of respondents preferred not to respond. Table 5.1 shows that respondents not in 
a relationship are more concerned about the pattern of savings, debt management, 
having a precise and detailed financial goal for retirement and liquidity risk as 
important factors when advising their clients on retirement planning. These results are 
similar to Grinstein-Weiss, Zhan and Sherraden (2006). Respondents in a relationship 
are less concerned about the above factors, which may be due to confidence about the 
benefits of sharing the responsibility of fund accumulation and retirement planning 
with their partners. Table 5.2 shows that respondents in a relationship give greater 
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preference to structured products (derivatives) as compared to their counterparts. In 
the area of superannuation, respondents (not in a relationship) give more importance 
to eligible rollover funds, retail superannuation funds, corporate or employer funds 
and concessional contribution caps (See Table 5.3). In addition, respondents not in a 
relationship are found to prefer conservative investments, such as savings in a bank 
account and investments in diversified growth mutual funds as compared to 
respondents in a relationship (Refer to Table 5.4). Table 5.7 shows that respondents 
not in any relationship are more interested in knowing the amount of investments in 
superannuation fund disclosure statements. Furthermore, in the area of insurance, 
respondents not in a relationship are found to be more concerned about premium 
payments (See Table 5.9). If we look at and combine the results carefully, this 
research reflects a conscious and conservative attitude of respondents (not in a 
relationship) in the three areas of financial planning under study. 
 
5.6  Residency Status 
This research segregates residency status into two groups: (1) respondents who are 
born in Australia and are Australian citizens (71%) and (2) respondents who are 
Australian citizens/permanent residents and born overseas (15%). There is also a third 
category named ‘other’. There are no major statistical differences observed in 
residency status with the only exception that respondents who are born in Australia 
and are Australian citizens have a greater preference for advertisement through fliers 
as a relevant source of information for superannuation as compared to their 
counterparts.  
  
5.7  Education 
The majority of the respondents in our survey are members of the Financial Planning 
Association of Australia (FPA) and we find that around 30% respondents are highly 
educated in the area of financial planning, possessing certified financial planner 
certification. Eighteen percent of respondents are undergraduates, 20% are diploma 
holders, only 4% are certificate holders and 6% are master’s and above degree 
holders. About 22% of respondents are RG146 compliant. We segregate respondents 
on the basis of their areas of education which include accounting, finance and law. 
There is a fourth category called ‘other’ for the respondents who do not belong to any 
of the above mentioned three areas of discipline. Our results show that 68% of 
respondents belong to accounting and finance, 18% of respondents are from law and 
other backgrounds and 14% did not wish to answer. There are no major statistical 
differences noticed in the responses of the financial planners based on their 
educational qualifications with the exception that respondents with an accounting and 
finance background give more preference to private fund bank/insurance for 
superannuation savings as compared to respondents from law or any other area of 
discipline (See Table 5.3). The second area of difference is in the strategies adopted 
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by the respondents to attract new clients. Accounting and finance respondents find 
social media advertising (including Facebook, Twitter, etc.) as an efficient way to 
attract new clients as compared to their counterparts. 
 
5.8  Type of Organisation 
This section reflects the responses of two types of organisations in the financial 
planning industry, namely, (1) large financial organisations and boutique firms and 
(2) self-employed financial planners. Table 5.1 shows that respondents from large and 
boutique organisations give more importance to market risk while planning for 
retirement as compared to respondents who are self-employed. Table 5.2 shows that 
self-employed respondents give more preference to investments in structured products 
(derivatives) when designing a retirement plan for their clients who have recently 
graduated and have just started working. The results do not show any statistically 
significant difference in decision making of respondents in the area of superannuation. 
In the area of insurance, self-employed respondents find tax benefits to be an 
important factor influencing insurance purchase behaviour as compared to their 
counterparts (See Table 5.9). Moreover, self-employed respondents show more 
concern for their clients who are divorced and have children as well as for clients who 
are in middle aged, married, have no children and are low income earners (Refer to 
Table 5.11). When asked about the strategies adopted to attract new clients, 
respondents from large and boutique organisations give greater importance to media 
advertising (television, radio, mobile device, etc.) as compared to the self-employed 
respondents (Refer to Table 5.13). 
 
5.9  Industry 
Participants are asked to select the industries that they recommend their clients invest 
in. Around 14 options, including ‘other’ (if they prefer to invest in any other industry 
besides the available options), are provided to them. The results reflect that out of the 
14 options, respondents prefer that their clients mostly invest in four industries, 
namely, financial services, consumer goods, mining, and health, biotechnology and 
well-being. There is no significant difference observed in the respondents’ decision 
making who prefer to invest in these four industries compared to respondents who 
chose to invest in any other industry given in the option.  
 
5.10  Conclusion 
This chapter investigates the fundamental characteristics that affect financial planning 
in Australia. Applying a methodology similar to Ramiah et al. (2014, 2015), this 
chapter examines whether gender, age, income level, marital status, residency status, 
education and the financial planner’s type of organisation affect financial planning 
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decisions. The empirical results show that all of the fundamental factors play an 
important role in financial planning. We observe that financial planning is a 
male-dominated industry. Moreover, age is perceived to be a significant factor as 
more differences are documented for this factor. This may be because this research 
involves ‘age’ under three life-stages (young, middle and old age group) that may 
have caused greater variations. Marital status is another important determinant factor 
observed in our research. Furthermore, there is no major difference noticed in the 
residency status and education of financial planners. The majority of our respondents 
are Australian citizens and thus it is assumed that they are aware of the workings of 
Australian financial planning. Moreover, all of the respondents are educated with the 
majority specialising in accounting and finance which may be a reason for smaller 
differences noticed in education as a determinant fundamental factor.     
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Table 5.1: Important Factors in Retirement Planning 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance (2) law or any other 
area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 15 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 
                 
Gender Male 3.24 3.35 3.52 2.96 3.27 3.17 3.33 3.16 3.48 2.93 2.72 2.86 2.81 2.40 2.50 
 Female 2.91 3.14 3.52 3.14 3.27 3.14 3.36 3.09 3.59 3.14 3.30 3.24 3.27 2.68 2.58 
 Difference 0.33 0.21 -0.01 -0.18 0.00 0.03 -0.03 0.07 -0.11 -0.21 -0.58 -0.38 -0.46 -0.28 -0.08 
 t-Statistic 1.87 1.08 -0.05 -0.81 0.01 0.15 -0.17 0.35 -0.82 -0.87 -2.25 -2.03 -2.98 -1.54 -0.45 
 
Age Young 3.18 3.32 3.44 2.94 3.21 3.09 3.24 2.91 3.45 2.79 2.46 2.82 2.76 2.31 3.24 
 Old 3.08 3.31 3.46 2.85 3.58 3.23 3.38 3.23 3.46 2.62 3.58 3.08 2.85 2.69 3.38 
 Difference 0.10 0.02 -0.02 0.09 -0.38 -0.14 -0.15 -0.32 -0.01 0.17 -1.12 -0.25 -0.08 -0.38 -0.15 
 t-Statistic 0.33 0.08 -0.11 0.32 -1.86 -0.49 -0.59 -1.21 -0.03 0.44 -3.94 -0.94 -0.34 -1.55 -0.59 
 
Age Young 3.18 3.32 3.44 2.94 3.21 3.09 3.24 2.91 3.45 2.79 2.46 2.82 2.76 2.31 2.34 
 Middle  3.14 3.29 3.54 2.97 3.24 3.19 3.40 3.18 3.49 3.07 2.77 2.97 2.95 2.41 2.55 
 Difference 0.03 0.03 -0.10 -0.03 -0.03 -0.11 -0.17 -0.27 -0.04 -0.28 -0.30 -0.15 -0.18 -0.10 -0.21 
 t-Statistic 0.20 0.24 -0.78 -0.19 -0.19 -0.64 -1.05 -1.74 -0.31 -1.19 -1.21 -0.94 -1.10 -0.60 -1.27 
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Table 5.1 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 
                 
Age Middle 3.14 3.29 3.54 2.97 3.24 3.19 3.40 3.18 3.49 3.07 2.77 2.97 2.95 2.41 2.55 
 Old 3.08 3.31 3.46 2.85 3.58 3.23 3.38 3.23 3.46 2.62 3.58 3.08 2.85 2.69 2.38 
 Difference 0.07 -0.02 0.08 0.13 -0.35 -0.04 0.02 -0.05 0.03 0.45 -0.82 -0.10 0.10 -0.28 0.17 
 t-Statistic 0.24 -0.09 0.49 0.48 -1.98 -0.13 0.08 -0.20 0.16 1.31 -3.46 -0.40 0.48 -1.22 1.01 
 
Income Level High 3.13 3.35 3.52 2.94 3.30 3.19 3.29 3.29 3.53 3.00 2.63 3.06 2.97 2.60 2.55 
 Average 3.21 3.26 3.48 2.99 3.29 3.14 3.31 3.10 3.45 2.97 3.00 2.93 2.86 2.40 2.54 
 Difference -0.09 0.10 0.04 -0.05 0.01 0.05 -0.02 0.19 0.08 0.03 -0.38 0.13 0.11 0.20 0.00 
 t-Statistic -0.46 0.62 0.26 -0.27 0.08 0.31 -0.12 1.24 0.58 0.13 -1.36 0.81 0.64 0.99 0.02 
 
Marital Status In a Relationship 3.13 3.27 3.46 2.89 3.19 3.17 3.29 3.14 3.51 2.86 2.72 2.88 2.78 2.34 2.49 
 Not in a Relationship 3.33 3.43 3.68 3.33 3.57 3.33 3.62 3.29 3.52 3.24 3.00 3.24 3.20 2.67 2.45 
 Difference -0.20 -0.16 -0.23 -0.44 -0.39 -0.16 -0.33 -0.14 -0.02 -0.37 -0.28 -0.36 -0.42 -0.32 0.04 
 t-Statistic -1.16 -0.81 -1.75 -2.12 -2.24 -0.76 -1.98 -0.79 -0.12 -1.53 -1.10 -2.00 -2.17 -1.63 0.19 
 
Residency Status Born in Australia 3.07 3.17 3.37 2.82 3.12 3.05 3.21 3.01 3.32 2.76 2.22 2.73 2.73 2.15 2.29 
 Overseas 2.95 3.27 3.27 2.82 3.14 3.09 3.27 3.18 3.41 2.91 2.45 3.05 2.86 2.64 2.36 
 Difference 0.12 -0.10 0.09 0.00 -0.02 -0.04 -0.06 -0.17 -0.09 -0.15 -0.23 -0.31 -0.13 -0.48 -0.08 
 t-Statistic 0.61 -0.63 0.39 0.01 -0.08 -0.18 -0.31 -0.90 -0.39 -0.56 -0.65 -1.25 -0.62 -1.93 -0.40 
                 
 
Area of Education 
Accounting & 
Finance 3.08 3.17 3.39 2.86 3.13 3.07 3.23 3.06 3.40 2.79 2.25 2.79 2.82 2.25 2.39 
 Law & Other 2.97 3.34 3.24 2.83 3.03 3.07 3.21 3.03 3.24 3.00 2.41 2.93 2.69 2.41 2.10 
 Difference 0.12 -0.18 0.14 0.03 0.09 0.00 0.02 0.03 0.16 -0.21 -0.17 -0.14 0.13 -0.17 0.29 
 t-Statistic 0.50 -0.95 0.64 0.17 0.40 0.02 0.11 0.15 0.78 -0.83 -0.49 -0.66 0.57 -0.69 1.47 
 
Organisation  Large & Boutique 3.10 3.23 3.46 2.84 3.10 3.22 3.30 3.04 3.42 2.84 2.26 2.74 2.84 2.25 2.32 
 Self-employed 3.04 3.18 3.20 2.90 3.20 2.84 3.14 3.04 3.24 2.80 2.31 2.90 2.67 2.22 2.35 
 Difference 0.06 0.05 0.27 -0.07 -0.10 0.38 0.16 0.00 0.18 0.03 -0.05 -0.17 0.17 0.04 -0.03 
 t-Statistic 0.34 0.32 1.61 -0.38 -0.55 2.19 0.94 0.03 1.09 0.15 -0.19 -0.91 0.96 0.21 -0.19 
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Table 5.1 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 
                 
Industry  Financial Services 3.15 3.34 3.50 2.98 3.25 3.17 3.38 3.15 3.50 2.90 2.43 2.88 2.86 2.44 2.43 
 Other 3.15 3.33 3.52 2.95 3.24 3.19 3.33 3.12 3.51 2.98 2.46 2.89 2.89 2.36 2.40 
 Difference 0.00 0.01 -0.02 0.03 0.02 -0.02 0.04 0.03 -0.01 -0.09 -0.03 -0.01 -0.03 0.09 0.04 
 t-Statistic -0.03 0.06 -0.19 0.25 0.15 -0.16 0.42 0.27 -0.15 -0.61 -0.15 -0.07 -0.24 0.71 0.29 
 
Industry  Consumer Goods 3.18 3.30 3.54 2.92 3.19 3.22 3.38 3.14 3.54 2.95 2.38 2.84 2.87 2.42 2.39 
 Other 3.14 3.31 3.51 2.95 3.24 3.18 3.34 3.15 3.50 2.93 2.44 2.90 2.90 2.37 2.42 
 Difference 0.04 -0.01 0.03 -0.03 -0.05 0.03 0.04 -0.01 0.04 0.02 -0.06 -0.07 -0.03 0.05 -0.03 
 t-Statistic 0.34 -0.09 0.32 -0.23 -0.35 0.28 0.40 -0.05 0.51 0.12 -0.27 -0.50 -0.23 0.39 -0.20 
 
Industry  Mining 3.23 3.36 3.46 2.97 3.17 3.15 3.35 3.11 3.45 2.92 2.48 2.84 2.89 2.33 2.44 
 Other 3.14 3.31 3.52 2.94 3.23 3.18 3.33 3.14 3.50 2.94 2.44 2.90 2.89 2.36 2.40 
 Difference 0.08 0.05 -0.06 0.03 -0.06 -0.04 0.01 -0.04 -0.04 -0.02 0.04 -0.06 0.00 -0.03 0.04 
 t-Statistic 0.72 0.48 -0.62 0.28 -0.46 -0.31 0.12 -0.34 -0.48 -0.13 0.19 -0.46 0.00 -0.24 0.29 
Industry 
 
 
Health, biotechnology 
and well-being 3.21 3.34 3.56 3.02 3.18 3.22 3.43 3.13 3.49 3.04 2.48 2.91 2.93 2.44 2.49 
 Other 3.15 3.31 3.51 2.94 3.24 3.18 3.34 3.15 3.50 2.94 2.44 2.90 2.89 2.37 2.41 
 Difference 0.06 0.03 0.04 0.09 -0.05 0.04 0.09 -0.01 -0.01 0.10 0.04 0.01 0.03 0.08 0.08 
 t-Statistic 0.56 0.29 0.54 0.71 -0.42 0.40 0.90 -0.10 -0.07 0.68 0.22 0.11 0.30 0.63 0.61 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
9. Asset allocation strategy 
10. Adequate insurance cover 
11. Client approaching bankruptcy 
12. Precise and detailed financial goal 
13. Liquidity risk 
14. Client staying at home instead of age care centres 
15. Number of meetings with clients 
 
1. Inflation 
2. Tax 
3. Diversification 
4. Savings pattern 
5. Debt management 
6. Market risk 
7. Longevity and health risk 
8. Estate management 
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Table 5.2: Preferred Investments for Retirement Planning 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 4 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 
      
Gender Male 17.41 24.14 63.60 13.11 
 Female 16.89 35.92 50.40 11.67 
 Difference 0.53 -11.78 13.20 1.45 
 t-Statistic 0.19 -2.30 2.76 0.57 
      
Age Young 19.93 21.44 60.11 11.50 
 Old 18.00 21.15 58.85 16.00 
 Difference 1.93 0.29 1.26 -4.50 
 t-Statistic 0.45 0.06 0.20 -0.88 
      
Age Young 19.93 21.44 60.11 11.50 
 Middle  17.67 27.99 62.59 13.21 
 Difference 2.26 -6.55 -2.48 -1.71 
 t-Statistic 0.99 -1.69 -0.59 -0.56 
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Table 5.2 (continued) 
Characteristics  1 2 3 4 
Age Middle 17.67 27.99 62.59 13.21 
 Old 18.00 21.15 58.85 16.00 
 Difference -0.33 6.84 3.74 -2.79 
 t-Statistic -0.07 1.77 0.66 -0.51 
      
Income Level High 17.25 23.46 67.42 11.00 
 Average 18.01 24.19 60.78 13.42 
 Difference -0.76 -0.73 6.64 -2.42 
 t-Statistic -0.31 -0.19 1.57 -0.76 
      
Marital Status In a Relationship 16.24 25.80 62.83 12.91 
 Not in a Relationship 21.18 23.50 55.25 8.13 
 Difference -4.93 2.30 7.58 4.79 
 t-Statistic -1.37 0.60 1.71 2.64 
      
Residency Status Born in Australia 10.97 22.82 57.17 3.68 
 Overseas 12.27 22.95 56.05 4.18 
 Difference -1.31 -0.13 1.13 -0.50 
 t-Statistic -0.50 -0.03 0.21 -0.29 
      
Area of Education Accounting & Finance 10.95 21.71 59.28 3.48 
 Law & Other 12.59 26.21 50.17 4.14 
 Difference -1.64 -4.50 9.11 -0.66 
 t-Statistic -0.60 -1.02 1.66 -0.41 
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Table 5.2 (continued) 
Characteristics  1 2 3 4 
Organisation  Large & Boutique 11.34 23.68 57.19 2.30 
 Self-employed 11.57 21.37 56.18 6.96 
 Difference -0.23 2.30 1.02 -4.66 
 t-Statistic -0.12 0.71 0.23 -2.76 
      
Industry  Financial Services 18.29 26.87 60.24 13.11 
 Other 16.92 26.56 60.77 13.00 
 Difference 1.37 0.31 -0.53 0.11 
 t-Statistic 0.77 0.11 -0.18 0.04 
      
Industry  Consumer Goods 17.82 26.28 61.42 14.22 
 Other 17.46 26.52 60.80 13.02 
 Difference 0.36 -0.24 0.62 1.20 
 t-Statistic 0.19 -0.08 0.21 0.38 
      
Industry  Mining 17.33 26.76 60.30 12.45 
 Other 17.55 26.34 60.79 12.95 
 Difference -0.22 0.42 -0.49 -0.50 
 t-Statistic -0.12 0.14 -0.16 -0.18 
      
Industry 
 
Health, biotechnology 
and well-being 
16.85 26.98 60.93 14.76 
 Other 17.63 26.40 60.72 12.95 
 Difference -0.78 0.58 0.21 1.81 
 t-Statistic -0.43 0.22 0.07 0.60 
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The item numbers correspond to the respective table items: 
 
1. Fixed income securities 
2. Real estate investments 
3. Investments in stocks/equities 
4. Structured products (derivatives) 
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Table 5.3: Importance of Factors when Advising a Client with a Moderate Risk Profile on Superannuation 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely,(1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 18 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 
                    
Gender Male 2.25 2.24 2.04 2.48 3.15 2.13 3.02 3.53 1.92 3.47 1.61 2.13 2.47 2.67 2.36 2.79 3.12 2.64 
 Female 2.24 2.13 1.86 2.27 3.37 1.92 3.00 3.63 2.00 3.75 1.93 2.44 2.20 2.29 2.68 3.00 3.65 3.00 
 Difference 0.01 0.12 0.18 0.22 -0.22 0.20 0.02 -0.10 -0.08 -0.28 -0.32 -0.31 0.27 0.38 -0.32 -0.21 -0.53 -0.36 
 t-Statistic 0.07 0.53 0.90 0.96 -1.18 0.90 0.08 -0.79 -0.39 -1.98 -1.22 -1.53 1.25 1.67 -1.18 -0.88 -3.47 -1.63 
 
Age Young 2.16 2.17 2.00 2.44 3.03 2.00 3.10 3.61 1.94 3.16 1.67 2.13 2.32 2.68 2.33 2.69 2.90 2.50 
 Old 2.45 2.73 2.38 2.50 3.17 2.45 3.38 3.46 2.10 3.54 1.75 2.50 2.67 2.82 2.23 2.69 3.00 3.00 
 Difference -0.29 -0.56 -0.38 -0.06 -0.13 -0.45 -0.29 0.15 -0.16 -0.38 -0.08 -0.37 -0.35 -0.14 0.10 0.00 -0.10 -0.50 
 t-Statistic -1.10 -1.93 -1.02 -0.18 -0.41 -1.44 -1.14 0.74 -0.43 -1.60 -0.20 -1.47 -1.31 -0.43 0.30 -0.01 -0.28 -1.95 
 
Age Young 2.16 2.17 2.00 2.44 3.03 2.00 3.10 3.61 1.94 3.16 1.67 2.13 2.32 2.68 2.33 2.69 2.90 2.50 
 Middle  2.21 2.11 1.91 2.45 3.22 2.07 2.96 3.57 1.91 3.63 1.64 2.13 2.47 2.46 2.38 2.81 3.29 2.62 
 Difference -0.05 0.06 0.09 -0.01 -0.18 -0.07 0.14 0.05 0.03 -0.47 0.03 0.01 -0.15 0.22 -0.05 -0.12 -0.39 -0.12 
 t-Statistic -0.27 0.27 0.43 -0.07 -1.14 -0.39 0.81 0.43 0.14 -2.83 0.12 0.03 -0.80 1.32 -0.24 -0.68 -2.03 -0.59 
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Table 5.3 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 
 
Age Middle 2.21 2.11 1.91 2.45 3.22 2.07 2.96 3.57 1.91 3.63 1.64 2.13 2.47 2.46 2.38 2.81 3.29 2.62 
 Old 2.45 2.73 2.38 2.50 3.17 2.45 3.38 3.46 2.10 3.54 1.75 2.50 2.67 2.82 2.23 2.69 3.00 3.00 
 Difference -0.24 -0.62 -0.46 -0.05 0.05 -0.38 -0.43 0.10 -0.19 0.09 -0.11 -0.38 -0.20 -0.36 0.15 0.12 0.29 -0.38 
 t-Statistic -1.04 -2.34 -1.37 -0.15 0.16 -1.27 -1.80 0.54 -0.59 0.45 -0.28 -1.67 -0.77 -1.14 0.46 0.41 0.93 -1.71 
 
Income Level High 2.13 2.00 2.00 2.28 3.13 2.32 3.03 3.45 1.75 3.35 1.37 1.96 2.41 2.54 2.23 2.83 3.29 2.57 
 Average 2.27 2.31 2.00 2.53 3.23 2.11 3.08 3.60 1.98 3.55 1.63 2.20 2.49 2.59 2.45 2.83 3.12 2.80 
 Difference -0.14 -0.31 0.00 -0.25 -0.10 0.21 -0.04 -0.15 -0.23 -0.20 -0.26 -0.24 -0.08 -0.05 -0.22 0.00 0.17 -0.24 
 t-Statistic -0.71 -1.58 0.00 -1.20 -0.58 0.98 -0.23 -1.05 -1.10 -1.22 -1.47 -1.24 -0.37 -0.24 -1.01 -0.02 0.96 -1.13 
 
Marital Status In a Relationship 2.09 2.05 1.88 2.27 3.18 2.13 3.05 3.54 1.85 3.47 1.54 2.07 2.36 2.47 2.35 2.77 3.22 2.63 
 
Not in a 
Relationship 2.50 2.50 2.40 3.00 3.32 2.20 3.05 3.63 2.14 3.84 2.00 2.69 2.63 2.63 2.74 3.16 3.37 2.95 
 Difference -0.41 -0.45 -0.53 -0.73 -0.14 -0.07 0.00 -0.09 -0.29 -0.37 -0.46 -0.62 -0.27 -0.15 -0.39 -0.39 -0.15 -0.32 
 t-Statistic -1.68 -1.99 -2.07 -3.47 -0.72 -0.27 -0.01 -0.67 -1.15 -3.10 -1.77 -3.10 -1.09 -0.56 -1.45 -1.94 -0.79 -1.76 
 
Residency 
Status Born in Australia 1.74 1.72 1.35 1.97 2.85 1.46 2.73 3.33 1.14 3.29 1.02 1.66 1.89 2.12 2.10 2.52 3.02 2.37 
 Overseas 1.59 1.55 1.18 1.73 3.09 1.68 2.95 3.36 1.45 3.18 1.09 1.95 2.00 2.14 2.27 2.45 2.77 2.64 
 Difference 0.15 0.18 0.17 0.25 -0.24 -0.23 -0.22 -0.03 -0.31 0.10 -0.07 -0.29 -0.11 -0.02 -0.17 0.06 0.25 -0.27 
 t-Statistic 0.58 0.70 0.67 1.04 -1.03 -0.79 -0.87 -0.15 -1.25 0.42 -0.33 -1.18 -0.42 -0.08 -0.64 0.24 0.92 -1.02 
 
Area of 
Education 
Accounting & 
Finance 1.79 1.81 1.41 1.97 2.94 1.56 2.82 3.36 1.28 3.31 1.10 1.72 2.02 2.28 2.23 2.61 3.09 2.47 
 Law & Other 1.45 1.45 1.21 1.97 2.69 1.03 2.48 3.14 1.07 3.17 0.86 1.69 1.72 1.86 1.86 2.41 2.66 2.45 
 Difference 0.34 0.36 0.21 0.01 0.25 0.53 0.33 0.22 0.21 0.14 0.24 0.04 0.29 0.41 0.37 0.19 0.44 0.02 
 t-Statistic 1.24 1.23 0.76 0.02 0.88 2.27 1.29 0.78 0.84 0.55 1.00 0.12 0.95 1.35 1.30 0.75 1.68 0.07 
 
Organisation  Large & Boutique 1.79 1.73 1.25 1.95 2.90 1.49 2.73 3.30 1.14 3.32 1.02 1.62 1.86 2.11 2.13 2.52 3.05 2.44 
 Self-employed 1.67 1.75 1.61 2.10 2.94 1.51 2.92 3.37 1.41 3.24 1.16 1.92 2.22 2.29 2.18 2.59 2.94 2.57 
 Difference 0.12 -0.02 -0.36 -0.15 -0.04 -0.02 -0.20 -0.08 -0.27 0.08 -0.13 -0.31 -0.36 -0.18 -0.04 -0.07 0.11 -0.13 
 t-Statistic 0.61 -0.10 -1.71 -0.67 -0.20 -0.08 -0.95 -0.42 -1.35 0.43 -0.73 -1.41 -1.65 -0.84 -0.22 -0.37 0.59 -0.65 
156 
 
Table 5.3 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 
 
 
Industry  
Financial 
Services 1.94 1.88 1.51 2.15 3.08 1.76 2.98 3.55 1.42 3.46 1.27 1.87 2.22 2.40 2.35 2.74 3.21 2.65 
 Other 1.85 1.84 1.47 2.17 3.12 1.65 3.01 3.56 1.29 3.53 1.12 1.84 2.15 2.41 2.33 2.80 3.25 2.66 
 Difference 0.09 0.04 0.05 -0.02 -0.04 0.10 -0.03 -0.01 0.13 -0.07 0.15 0.03 0.07 0.00 0.02 -0.06 -0.04 -0.01 
 t-Statistic 0.57 0.24 0.32 -0.11 -0.32 0.65 -0.23 -0.14 0.82 -0.63 1.03 0.19 0.43 -0.02 0.10 -0.42 -0.35 -0.07 
 
Industry  Consumer Goods 1.80 1.77 1.51 2.03 3.08 1.69 2.97 3.57 1.25 3.54 1.21 1.83 2.13 2.43 2.45 2.82 3.33 2.71 
 Other 1.91 1.90 1.51 2.20 3.10 1.70 2.99 3.54 1.37 3.49 1.18 1.85 2.17 2.40 2.30 2.75 3.21 2.63 
 Difference -0.11 -0.13 0.00 -0.18 -0.02 -0.01 -0.02 0.03 -0.11 0.05 0.03 -0.03 -0.04 0.03 0.15 0.07 0.12 0.07 
 t-Statistic -0.68 -0.75 -0.01 -1.01 -0.11 -0.04 -0.14 0.30 -0.70 0.44 0.18 -0.18 -0.22 0.17 0.91 0.47 0.96 0.47 
 
Industry  Mining 1.89 1.85 1.48 1.96 3.10 1.75 3.08 3.51 1.35 3.46 1.26 1.79 2.07 2.32 2.46 2.78 3.28 2.61 
 Other 1.90 1.89 1.50 2.19 3.09 1.69 2.99 3.54 1.35 3.49 1.17 1.84 2.15 2.38 2.31 2.75 3.21 2.64 
 Difference -0.01 -0.04 -0.02 -0.23 0.00 0.07 0.09 -0.03 0.00 -0.03 0.09 -0.05 -0.08 -0.06 0.15 0.03 0.07 -0.03 
 t-Statistic -0.05 -0.25 -0.11 -1.27 0.02 0.40 0.75 -0.34 -0.02 -0.28 0.60 -0.32 -0.49 -0.33 0.93 0.20 0.54 -0.20 
Industry 
 
 
Health, 
biotechnology 
and well-being 1.97 1.90 1.58 2.13 3.03 1.78 3.03 3.56 1.40 3.49 1.29 1.83 2.18 2.35 2.42 2.81 3.25 2.69 
 Other 1.88 1.87 1.49 2.18 3.10 1.70 2.98 3.54 1.35 3.49 1.18 1.85 2.15 2.38 2.31 2.75 3.20 2.64 
 Difference 0.09 0.03 0.08 -0.05 -0.07 0.08 0.04 0.02 0.05 0.01 0.12 -0.01 0.03 -0.04 0.11 0.05 0.05 0.05 
 t-Statistic 0.6 0.16 0.54 -0.29 -0.5 0.51 0.32 0.21 0.3 0.05 0.78 -0.09 0.16 -0.21 0.71 0.37 0.4 0.34 
 
 
 
 
 
 
 
 
 
157 
 
The item numbers correspond to the respective table items: 
  
1. Industry funds 
2. Public sector funds          
3. Eligible rollover funds   
4. Retail superannuation funds 
5. Tax 
6. Private fund-bank insurance   
7. Safety and security 
8. Investment horizon 
9. MySuper product 
 
10. Concessional contribution cap 
11. Retirement savings account  
12. Corporate or employer funds 
13. Master trust superannuation funds   
14. Self-managed superannuation funds 
15. Co-contribution by the government 
16. Mandatory contributions 
17. Non-concessional contribution cap 
18. Increase in superannuation guarantee rate for average 
income earners 
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 Table 5.4: Alternative Investment Methods over Superannuation 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, divorced 
and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who are 
Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any other 
area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 6 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 
Gender Male 1.94 2.42 2.56 1.82 2.27 2.38 
 Female 2.18 2.46 2.56 1.57 2.29 2.56 
 Difference -0.24 -0.04 0.00 0.25 -0.02 -0.18 
 t-Statistic -0.85 -0.15 -0.01 1.35 -0.06 -0.67 
 
Age Young 2.23 2.44 2.37 1.71 2.11 2.27 
 Old 1.64 2.18 2.75 2.17 2.42 2.25 
 Difference 0.59 0.26 -0.38 -0.46 -0.31 0.02 
 t-Statistic 2.15 0.72 -1.72 -1.88 -1.20 0.07 
 
Age Young 2.23 2.44 2.37 1.71 2.11 2.27 
 Middle  2.04 2.56 2.64 1.73 2.26 2.54 
 Difference 0.19 -0.12 -0.27 -0.02 -0.16 -0.28 
 t-Statistic 0.82 -0.50 -1.68 -0.13 -1.01 -1.48 
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Table 5.4 (continued) 
Characteristics  1 2 3 4 5 6 
        
Age Middle 2.04 2.56 2.64 1.73 2.26 2.54 
 Old 1.64 2.18 2.75 2.17 2.42 2.25 
 Difference 0.40 0.37 -0.11 -0.44 -0.15 0.29 
 t-Statistic 1.61 1.17 -0.55 -1.92 -0.61 1.39 
 
Income Level High 2.10 2.52 2.34 1.63 2.15 2.07 
 Average 2.00 2.49 2.67 1.83 2.41 2.54 
 Difference 0.10 0.03 -0.32 -0.21 -0.26 -0.47 
 t-Statistic 0.35 0.11 -1.70 -1.18 -1.42 -2.53 
 
Marital Status In a Relationship 1.87 2.50 2.51 1.84 2.21 2.35 
 
Not in a 
Relationship 2.47 2.60 2.78 1.71 2.65 2.72 
 Difference -0.59 -0.10 -0.26 0.14 -0.43 -0.37 
 t-Statistic -2.08 -0.44 -1.25 0.71 -2.05 -1.60 
        
 
Residency Status 
Born in 
Australia 1.34 1.85 2.29 1.25 1.88 2.12 
 Overseas 1.41 2.00 2.18 1.64 1.82 2.14 
 Difference -0.07 -0.15 0.10 -0.39 0.06 -0.02 
 t-Statistic -0.25 -0.49 0.44 -1.45 0.22 -0.09 
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Table 5.4 (continued) 
Characteristics  1 2 3 4 5 6 
        
 
Area of Education 
Accounting & 
Finance 1.39 1.97 2.30 1.39 1.95 2.14 
 Law & Other 1.21 1.66 2.24 1.10 1.66 2.07 
 Difference 0.19 0.32 0.06 0.29 0.30 0.07 
 t-Statistic 0.82 1.09 0.24 1.43 1.22 0.28 
 
 
Organisation  
Large & 
Boutique 1.32 1.81 2.21 1.24 1.88 2.05 
 Self-employed 1.35 2.04 2.43 1.47 2.00 2.24 
 Difference -0.03 -0.23 -0.22 -0.23 -0.12 -0.18 
 t-Statistic -0.17 -1.02 -1.27 -1.38 -0.66 -0.96 
 
 
Industry  
Financial 
Services 1.47 2.27 2.59 1.52 2.11 2.45 
 Other 1.48 2.18 2.59 1.47 2.14 2.42 
 Difference -0.01 0.09 0.00 0.05 -0.03 0.03 
 t-Statistic -0.07 0.49 0.01 0.35 -0.24 0.24 
 
 
Industry  
Consumer 
Goods 1.32 2.26 2.58 1.53 2.15 2.36 
 Other 1.50 2.21 2.56 1.48 2.13 2.41 
 Difference -0.19 0.05 0.03 0.05 0.02 -0.05 
 t-Statistic -1.07 0.29 0.20 0.38 0.13 -0.34 
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Table 5.4 (continued) 
Characteristics  1 2 3 4 5 6 
 
Industry  Mining 1.41 2.27 2.59 1.45 2.01 2.45 
 Other 1.49 2.19 2.57 1.48 2.15 2.42 
 Difference -0.08 0.08 0.02 -0.03 -0.13 0.03 
 t-Statistic -0.42 0.43 0.19 -0.20 -0.87 0.20 
Industry 
 
 
Health, 
biotechnology 
and well-being 1.33 2.21 2.57 1.56 2.23 2.41 
 Other 1.50 2.19 2.58 1.49 2.15 2.43 
 Difference -0.18 0.02 0.00 0.07 0.08 -0.01 
 t-Statistic -1.02 0.10 -0.01 0.50 0.54 -0.09 
 
The item numbers correspond to the respective table items: 
 
 
1. Savings in a bank account 
2. Age Pension 
3. Equity investment 
4. Long term treasury bond 
5. Investment in diversified growth mutual fund 
6. Property investment 
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Table 5.5: Relevant Sources of Information for Superannuation 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 12 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Gender Male 2.91 2.74 2.23 1.76 1.49 1.74 2.38 2.49 2.31 2.87 2.96 2.07 
 Female 3.33 2.73 2.53 1.50 1.33 1.33 2.33 2.20 2.31 3.20 3.00 1.57 
 Difference -0.43 0.01 -0.30 0.26 0.15 0.40 0.05 0.29 0.00 -0.33 -0.04 0.50 
 t-Statistic -1.99 0.03 -1.34 1.23 0.79 1.95 0.18 1.30 0.01 -1.24 -0.15 1.94 
 
Age Young 2.94 2.65 2.07 1.45 1.14 1.50 2.67 2.41 1.94 2.82 2.35 2.21 
 Old 3.25 2.88 2.38 2.00 1.71 2.00 2.75 2.75 2.75 2.86 2.88 1.75 
 Difference -0.31 -0.23 -0.30 -0.55 -0.57 -0.50 -0.08 -0.34 -0.81 -0.03 -0.52 0.46 
 t-Statistic -0.93 -0.55 -0.55 -1.18 -1.79 -1.10 -0.21 -1.16 -2.21 -0.09 -1.84 1.29 
 
Age Young 2.94 2.65 2.07 1.45 1.14 1.50 2.67 2.41 1.94 2.82 2.35 2.21 
 Middle  2.96 2.79 2.27 1.70 1.50 1.63 2.29 2.38 2.29 2.85 3.13 1.98 
 Difference -0.02 -0.14 -0.19 -0.24 -0.36 -0.13 0.38 0.03 -0.35 -0.03 -0.78 0.24 
 t-Statistic -0.09 -0.55 -0.59 -1.12 -1.87 -0.43 1.43 0.16 -1.51 -0.11 -3.87 0.80 
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Table 5.5 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
 
Age Middle 2.96 2.79 2.27 1.70 1.50 1.63 2.29 2.38 2.29 2.85 3.13 1.98 
 Old 3.25 2.88 2.38 2.00 1.71 2.00 2.75 2.75 2.75 2.86 2.88 1.75 
 Difference -0.29 -0.09 -0.11 -0.30 -0.21 -0.37 -0.46 -0.37 -0.46 0.00 0.26 0.23 
 t-Statistic -1.03 -0.23 -0.23 -0.66 -0.69 -0.95 -1.37 -1.33 -1.35 -0.01 1.02 0.79 
 
Income Level High 2.50 2.50 1.40 1.33 1.00 1.50 2.20 2.50 2.00 2.80 2.33 1.50 
 Average 3.12 2.88 2.34 1.55 1.50 1.74 2.50 2.40 2.35 3.00 3.00 2.00 
 Difference -0.62 -0.38 -0.94 -0.22 -0.50 -0.24 -0.30 0.10 -0.35 -0.20 -0.67 -0.50 
 t-Statistic -1.40 -1.04 -3.37 -0.61 -4.01 -0.46 -1.26 0.26 -0.75 -0.51 -2.83 -1.54 
 
Marital Status In a Relationship 2.95 2.81 2.28 1.59 1.38 1.71 2.35 2.42 2.07 2.95 2.91 1.89 
 Not in a Relationship 3.29 2.79 2.36 2.00 1.67 1.44 2.57 2.64 2.50 2.93 2.71 2.00 
 Difference -0.33 0.02 -0.08 -0.41 -0.29 0.27 -0.22 -0.22 -0.43 0.02 0.19 -0.11 
 t-Statistic -1.39 0.08 -0.25 -1.35 -1.11 0.94 -0.77 -0.88 -1.47 0.07 0.68 -0.39 
 
Residency Status Born in Australia 1.88 1.71 1.29 0.73 0.53 0.52 1.29 1.49 1.36 1.69 1.88 0.97 
 Overseas 1.77 1.59 1.32 0.45 0.27 0.55 1.36 1.41 1.23 1.77 1.77 1.00 
 Difference 0.11 0.11 -0.03 0.28 0.25 -0.03 -0.07 0.08 0.13 -0.09 0.10 -0.03 
 t-Statistic 0.30 0.33 -0.11 1.61 2.06 -0.13 -0.20 0.27 0.46 -0.23 0.28 -0.09 
 
Area of Education Accounting & Finance 1.87 1.65 1.36 0.66 0.51 0.55 1.36 1.45 1.33 1.74 1.85 0.98 
 Law & Other 1.90 1.90 1.31 0.97 0.52 0.66 1.31 1.66 1.48 1.55 1.97 1.07 
 Difference -0.02 -0.25 0.05 -0.30 0.00 -0.10 0.05 -0.21 -0.15 0.19 -0.11 -0.09 
 t-Statistic -0.07 -0.72 0.17 -1.31 -0.02 -0.51 0.16 -0.67 -0.49 0.54 -0.34 -0.35 
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Table 5.5 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
 
Organisation  Large & Boutique 1.85 1.70 1.43 0.74 0.54 0.57 1.40 1.57 1.41 1.81 1.96 0.98 
 Self-employed 2.06 1.76 1.20 0.65 0.43 0.49 1.25 1.35 1.25 1.63 1.75 1.06 
 Difference -0.21 -0.06 0.23 0.09 0.11 0.08 0.14 0.22 0.15 0.19 0.21 -0.08 
 t-Statistic -0.73 -0.22 1.01 0.53 0.80 0.57 0.61 0.94 0.65 0.67 0.77 -0.39 
 
Industry  Financial Services 2.07 1.93 1.49 0.81 0.57 0.88 2.30 2.43 2.28 2.84 3.00 1.69 
 Other 2.12 1.88 1.46 0.72 0.56 0.85 2.16 2.36 2.13 2.78 3.03 1.64 
 Difference -0.05 0.05 0.04 0.09 0.01 0.03 0.14 0.08 0.15 0.06 -0.03 0.05 
 t-Statistic -0.20 0.22 0.18 0.61 0.06 0.14 0.70 0.49 0.81 0.31 -0.18 0.22 
 
Industry  Consumer Goods 2.01 1.90 1.49 0.72 0.49 0.93 2.24 2.38 2.24 2.93 3.09 1.71 
 Other 2.15 1.94 1.49 0.79 0.58 0.84 2.17 2.39 2.16 2.75 3.01 1.64 
 Difference -0.14 -0.04 0.01 -0.07 -0.09 0.09 0.08 -0.01 0.09 0.19 0.08 0.07 
 t-Statistic -0.56 -0.18 0.03 -0.46 -0.77 0.44 0.36 -0.04 0.43 0.90 0.49 0.31 
 
Industry  Mining 2.04 1.82 1.41 0.71 0.51 0.74 2.26 2.43 2.26 2.93 3.05 1.83 
 Other 2.13 1.92 1.48 0.79 0.58 0.84 2.17 2.39 2.16 2.75 3.01 1.64 
 Difference -0.09 -0.11 -0.07 -0.08 -0.07 -0.11 0.09 0.04 0.11 0.18 0.04 0.19 
 t-Statistic -0.36 -0.46 -0.31 -0.53 -0.61 -0.56 0.41 0.25 0.50 0.94 0.23 0.85 
              
Industry 
 
Health, biotechnology 
and well-being 2.19 1.97 1.46 0.71 0.52 0.80 2.23 2.37 2.25 2.79 3.08 1.63 
 Other 2.14 1.92 1.47 0.79 0.58 0.85 2.17 2.39 2.17 2.74 3.02 1.65 
 Difference 0.05 0.05 -0.01 -0.08 -0.06 -0.05 0.06 -0.02 0.08 0.04 0.05 -0.02 
 t-Statistic 0.23 0.22 -0.06 -0.55 -0.54 -0.27 0.30 -0.15 0.41 0.23 0.37 -0.07 
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The item numbers correspond to the respective table items: 
 
 1. Research articles 
2. Web information 
3. ASX news releases 
4. Social networks 
5. Advertisement through fliers 
6. Private/insider information 
   7.  Reuters, Bloomberg and other similar sources 
8.  Books/ Publications/ Magazines 
9.  Newsletters sent by mail/email 
10.  Industry and government disclosures 
11.  Seminars or workshops 
12.  Word of mouth 
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Table 5.6: Justification for the Fees Charged 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance, and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 13 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 
               
Gender Male 3.18 2.18 2.50 3.55 3.04 2.33 1.85 1.91 2.21 2.44 1.93 2.12 2.32 
 Female 3.16 2.38 2.22 3.37 3.21 1.92 1.50 1.64 2.50 1.94 1.81 2.10 2.13 
 Difference 0.02 -0.19 0.28 0.18 -0.17 0.42 0.35 0.27 -0.29 0.50 0.12 0.02 0.19 
 t-Statistic 0.07 -0.63 1.12 0.95 -0.79 1.34 0.84 1.17 -1.44 2.07 0.57 0.04 0.70 
 
Age Young 3.17 2.05 2.44 3.30 3.03 2.20 2.11 1.56 2.18 1.71 1.57 2.05 2.07 
 Old 3.58 2.50 2.91 3.58 3.08 2.30 1.88 1.80 2.25 2.36 1.80 2.00 1.91 
 Difference -0.42 -0.45 -0.47 -0.28 -0.05 -0.10 0.24 -0.24 -0.07 -0.65 -0.23 0.05 0.16 
 t-Statistic -1.91 -1.43 -1.13 -1.17 -0.15 -0.24 0.48 -0.79 -0.22 -1.91 -0.94 0.13 0.50 
 
Age Young 3.17 2.05 2.44 3.30 3.03 2.20 2.11 1.56 2.18 1.71 1.57 2.05 2.07 
 Middle  3.08 2.16 2.38 3.57 3.16 2.22 1.84 2.04 2.28 2.52 2.07 2.25 2.45 
 Difference 0.08 -0.12 0.06 -0.27 -0.13 -0.02 0.27 -0.48 -0.10 -0.81 -0.50 -0.20 -0.38 
 t-Statistic 0.43 -0.44 0.26 -1.65 -0.69 -0.08 0.59 -2.08 -0.40 -4.23 -2.54 -0.70 -1.86 
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Table 5.6 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 
               
Age Middle 3.08 2.16 2.38 3.57 3.16 2.22 1.84 2.04 2.28 2.52 2.07 2.25 2.45 
 Old 3.58 2.50 2.91 3.58 3.08 2.30 1.88 1.80 2.25 2.36 1.80 2.00 1.91 
 Difference 3.08 2.16 2.38 3.57 3.16 2.22 1.84 2.04 2.28 2.52 2.07 2.25 2.45 
 t-Statistic -2.70 -1.28 -1.36 -0.05 0.26 -0.20 -0.09 0.83 0.12 0.48 1.12 0.69 1.74 
 
Income Level High 3.52 2.32 2.60 3.71 3.28 2.33 2.08 1.91 2.00 2.35 1.96 2.18 2.27 
 Average 2.97 2.19 2.34 3.40 3.05 2.16 1.77 1.80 2.24 2.23 1.96 2.09 2.27 
 Difference 0.55 0.13 0.26 0.31 0.23 0.17 0.31 0.11 -0.24 0.12 -0.01 0.09 0.00 
 t-Statistic 2.87 0.43 1.00 2.09 1.11 0.60 0.72 0.46 -1.14 0.49 -0.03 0.32 0.00 
 
Marital Status In a Relationship 3.14 2.25 2.36 3.52 3.15 2.19 1.81 1.78 2.27 2.28 1.94 1.96 2.30 
 Not in a Relationship 3.11 2.13 2.78 3.53 3.05 2.31 1.88 2.31 2.29 2.29 1.82 2.57 2.44 
 Difference 3.14 2.25 2.36 3.52 3.15 2.19 1.81 1.78 2.27 2.28 1.94 1.96 2.30 
 t-Statistic 0.15 0.35 -1.37 -0.04 0.42 -0.39 -0.14 -1.51 -0.09 -0.04 0.42 -1.71 -0.50 
 
Residency Status Born in Australia 2.88 1.62 2.01 3.22 2.73 1.47 0.62 1.21 1.74 1.78 1.38 1.28 1.88 
 Overseas 2.91 1.55 1.86 3.23 2.59 1.36 0.64 1.32 1.55 1.86 1.55 1.50 2.18 
 Difference 2.88 1.62 2.01 3.22 2.73 1.47 0.62 1.21 1.74 1.78 1.38 1.28 1.88 
 t-Statistic -0.11 0.22 0.40 -0.01 0.41 0.36 -0.07 -0.37 0.64 -0.28 -0.59 -0.65 -0.93 
 
Area of Education Accounting & Finance 2.87 1.65 1.92 3.32 2.74 1.41 0.57 1.12 1.68 1.83 1.43 1.30 1.98 
 Law & Other 2.76 1.48 2.14 2.90 2.59 1.52 0.59 1.52 1.83 1.69 1.34 1.31 1.76 
 Difference 2.87 1.65 1.92 3.32 2.74 1.41 0.57 1.12 1.68 1.83 1.43 1.30 1.98 
 t-Statistic 0.35 0.54 -0.65 1.39 0.51 -0.34 -0.08 -1.42 -0.56 0.44 0.34 -0.02 0.76 
 
Organisation  Large & Boutique 2.85 1.69 2.05 3.19 2.69 1.54 0.70 1.30 1.62 1.84 1.43 1.43 1.91 
 Self-employed 2.90 1.55 1.88 3.29 2.73 1.33 0.45 1.08 1.92 1.75 1.45 1.12 2.04 
 Difference 2.85 1.69 2.05 3.19 2.69 1.54 0.70 1.30 1.62 1.84 1.43 1.43 1.91 
 t-Statistic -0.26 0.61 0.73 -0.52 -0.14 0.87 1.44 1.06 -1.41 0.38 -0.11 1.35 -0.60 
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Table 5.6 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 
 
Industry  Financial Services 3.17 1.89 2.28 3.48 2.99 1.54 0.68 1.29 1.80 2.02 1.54 1.42 2.13 
 Other 3.13 1.70 2.12 3.55 2.99 1.57 0.58 1.25 1.82 1.91 1.51 1.34 2.12 
 Difference 0.04 0.19 0.16 -0.07 0.00 -0.02 0.10 0.04 -0.02 0.11 0.04 0.08 0.01 
 t-Statistic 0.27 1.01 0.86 -0.65 -0.01 -0.11 0.66 0.27 -0.09 0.63 0.23 0.41 0.05 
 
Industry  Consumer Goods 3.27 1.82 2.22 3.57 3.04 1.51 0.55 1.20 1.82 1.97 1.46 1.22 2.09 
 Other 3.12 1.76 2.17 3.51 2.97 1.58 0.65 1.27 1.82 1.94 1.54 1.40 2.12 
 Difference 0.15 0.06 0.05 0.06 0.07 -0.07 -0.09 -0.07 0.00 0.04 -0.08 -0.19 -0.03 
 t-Statistic 1.07 0.29 0.25 0.53 0.45 -0.35 -0.61 -0.41 0.01 0.19 -0.48 -1.00 -0.16 
 
Industry  Mining 3.22 1.88 2.21 3.56 3.06 1.48 0.57 1.23 1.66 2.03 1.39 1.19 2.20 
 Other 3.12 1.75 2.15 3.50 2.97 1.59 0.64 1.26 1.83 1.92 1.52 1.39 2.11 
 Difference 0.10 0.13 0.06 0.05 0.09 -0.11 -0.07 -0.04 -0.17 0.11 -0.14 -0.21 0.09 
 t-Statistic 0.64 0.66 0.31 0.45 0.54 -0.55 -0.45 -0.20 -1.03 0.56 -0.86 -1.06 0.49 
Industry 
 
 
Health, biotechnology 
and well-being 3.30 2.00 2.40 3.57 3.10 1.55 0.61 1.23 1.83 2.13 1.62 1.27 2.18 
 Other 3.12 1.75 2.15 3.50 2.96 1.57 0.63 1.27 1.84 1.92 1.52 1.40 2.11 
 Difference 0.18 0.25 0.26 0.07 0.14 -0.02 -0.02 -0.03 -0.01 0.21 0.10 -0.12 0.07 
 t-Statistic 1.34 1.33 1.42 0.65 0.94 -0.09 -0.13 -0.19 -0.05 1.13 0.66 -0.65 0.40 
 
The item numbers correspond to the respective table items: 
 
  1. Administration fees  
2. Issuer fees  
3. Member fees 
4. Advisory service fees 
5. Insurance fees   
6. Establishment fees  
7. Termination fees      
8. Investment switching fees 
9. Performance fees     
10. Expense recovery fees 
11. Annuity fees 
12. Low account preservation fees  
13. Buy and sell fees 
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Table 5.7: Disclosures in Understanding Superannuation Fund Statements 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 12 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Gender Male 3.63 3.59 3.69 2.64 2.77 3.21 3.24 2.52 3.34 3.43 3.33 2.65 
 Female 3.80 3.70 4.00 2.84 3.05 3.20 3.00 2.94 3.40 3.32 3.15 2.72 
 Difference -0.17 -0.11 -0.31 -0.20 -0.28 0.01 0.24 -0.43 -0.06 0.11 0.18 -0.08 
 t-Statistic -1.01 -0.71 -5.86 -0.63 -1.01 0.03 0.91 -1.50 -0.30 0.55 0.82 -0.25 
 
Age Young 3.66 3.62 3.72 2.36 2.75 3.04 2.89 2.39 3.10 3.21 3.07 2.32 
 Old 3.58 3.58 3.92 2.50 2.67 3.42 3.33 2.42 3.58 3.75 3.50 2.82 
 Difference 0.07 0.04 -0.19 -0.14 0.08 -0.38 -0.44 -0.03 -0.48 -0.54 -0.43 -0.50 
 t-Statistic 0.25 0.17 -1.50 -0.34 0.21 -1.22 -1.69 -0.07 -1.62 -2.54 -1.38 -1.16 
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Table 5.7 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
 
Age Young 3.66 3.62 3.72 2.36 2.75 3.04 2.89 2.39 3.10 3.21 3.07 2.32 
 Middle  3.71 3.62 3.72 2.72 2.81 3.21 3.24 2.74 3.41 3.40 3.33 2.68 
 Difference -0.06 0.00 0.00 -0.36 -0.06 -0.18 -0.34 -0.35 -0.31 -0.19 -0.26 -0.36 
 t-Statistic -0.43 0.02 0.04 -1.35 -0.22 -0.87 -1.67 -1.26 -1.80 -1.01 -1.33 -1.52 
              
Age Middle 3.71 3.62 3.72 2.72 2.81 3.21 3.24 2.74 3.41 3.40 3.33 2.68 
 Old 3.58 3.58 3.92 2.50 2.67 3.42 3.33 2.42 3.58 3.75 3.50 2.82 
 Difference 0.13 0.04 -0.20 0.22 0.14 -0.20 -0.10 0.33 -0.17 -0.35 -0.17 -0.14 
 t-Statistic 0.48 0.17 -1.87 0.60 0.39 -0.72 -0.45 1.11 -0.62 -2.28 -0.62 -0.35 
 
Income Level High 3.61 3.71 3.70 2.56 2.79 3.21 3.10 2.58 3.34 3.42 3.39 2.56 
 Average 3.69 3.69 3.80 2.70 2.85 3.20 3.27 2.71 3.39 3.45 3.29 2.77 
 Difference -0.07 0.02 -0.10 -0.14 -0.07 0.00 -0.17 -0.13 -0.05 -0.03 0.10 -0.21 
 t-Statistic -0.53 0.21 -0.88 -0.60 -0.29 0.02 -0.88 -0.46 -0.26 -0.20 0.56 -0.94 
 
Marital Status In a Relationship 3.60 3.63 3.74 2.62 2.79 3.17 3.13 2.62 3.38 3.39 3.27 2.58 
 Not in a Relationship 3.89 3.74 3.89 2.82 3.16 3.21 3.21 2.72 3.32 3.42 3.32 2.83 
 Difference -0.29 -0.11 -0.15 -0.21 -0.36 -0.04 -0.08 -0.10 0.07 -0.03 -0.04 -0.25 
 t-Statistic -2.83 -0.60 -1.72 -0.65 -1.43 -0.17 -0.36 -0.32 0.36 -0.16 -0.26 -0.99 
 
Residency Status Born in Australia 3.40 3.31 3.45 2.21 2.45 2.84 2.90 1.98 3.00 3.05 2.97 2.20 
 Overseas 3.27 3.45 3.32 2.45 2.59 2.95 2.95 2.36 2.91 3.09 3.05 2.41 
 Difference 0.13 -0.14 0.13 -0.24 -0.14 -0.12 -0.05 -0.38 0.09 -0.04 -0.07 -0.21 
 t-Statistic 0.45 -0.52 0.46 -0.73 -0.39 -0.37 -0.19 -1.06 0.28 -0.13 -0.24 -0.65 
              
              
171 
 
Table 5.7 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
Area of Education Accounting & Finance 3.37 3.31 3.42 2.34 2.61 2.86 2.89 2.14 2.99 3.06 3.00 2.20 
 Law & Other 3.28 3.31 3.31 2.10 2.10 2.93 2.93 1.93 3.00 3.07 2.97 2.41 
 Difference 0.09 0.00 0.11 0.24 0.50 -0.07 -0.04 0.21 -0.01 -0.01 0.03 -0.21 
 t-Statistic 0.33 0.01 0.40 0.76 1.60 -0.24 -0.15 0.69 -0.03 -0.05 0.12 -0.69 
 
Organisation  Large & Boutique 3.34 3.31 3.40 2.34 2.48 2.92 2.99 2.03 2.96 3.14 3.09 2.35 
 Self-employed 3.37 3.29 3.39 2.20 2.51 2.78 2.75 2.14 3.08 2.94 2.84 2.12 
 Difference -0.03 0.01 0.00 0.14 -0.03 0.14 0.24 -0.10 -0.12 0.20 0.24 0.23 
 t-Statistic -0.16 0.07 0.02 0.59 -0.11 0.60 1.13 -0.43 -0.55 0.92 1.11 0.97 
 
Industry  Financial Services 3.66 3.61 3.72 2.60 2.76 3.17 3.22 2.31 3.29 3.39 3.29 2.48 
 Other 3.67 3.61 3.74 2.47 2.71 3.17 3.17 2.30 3.32 3.37 3.29 2.45 
 Difference -0.01 0.00 -0.02 0.13 0.05 0.00 0.05 0.02 -0.03 0.02 0.00 0.03 
 t-Statistic -0.11 0.01 -0.23 0.72 0.28 0.03 0.35 0.09 -0.22 0.15 0.02 0.16 
 
Industry  Consumer Goods 3.70 3.57 3.74 2.64 2.76 3.26 3.22 2.30 3.30 3.36 3.30 2.51 
 Other 3.64 3.59 3.71 2.51 2.74 3.15 3.19 2.30 3.30 3.37 3.29 2.48 
 Difference 0.06 -0.03 0.03 0.12 0.02 0.11 0.03 -0.01 0.00 -0.01 0.00 0.03 
 t-Statistic 0.71 -0.26 0.39 0.65 0.11 0.72 0.21 -0.03 0.02 -0.08 0.04 0.19 
 
Industry  Mining 3.66 3.60 3.71 2.64 2.74 3.16 3.26 2.30 3.27 3.34 3.23 2.44 
 Other 3.65 3.60 3.72 2.49 2.74 3.15 3.19 2.28 3.30 3.37 3.29 2.48 
 Difference 0.01 0.00 0.00 0.15 0.00 0.01 0.07 0.02 -0.03 -0.03 -0.06 -0.04 
 t-Statistic 0.14 0.03 -0.01 0.80 0.02 0.08 0.53 0.08 -0.21 -0.24 -0.46 -0.22 
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Table 5.7 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
Industry 
 
 
Health, biotechnology 
and well-being 3.68 3.59 3.73 2.77 2.84 3.32 3.36 2.49 3.39 3.47 3.36 2.60 
 Other 3.64 3.59 3.71 2.50 2.74 3.14 3.18 2.28 3.30 3.37 3.28 2.48 
 Difference 0.04 -0.01 0.02 0.28 0.10 0.18 0.18 0.21 0.09 0.10 0.08 0.12 
 t-Statistic 0.42 -0.07 0.26 1.55 0.58 1.25 1.41 1.10 0.68 0.94 0.59 0.67 
 
The item numbers correspond to the respective table items: 
 
1. Investment amount 
2. Return on investment 
3. Account balance 
4. Operational expenditure 
5. Other fund fees and expenditure 
6. Self-contribution 
7. Investment breakdown 
8. Disclosure of legal heirs 
9. Details on insurance 
10. Contribution by employer 
11. Other contributions 
12. Other benefits and administrative disclosure 
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Table 5.8: Perceptions about Insurance 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 4 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 
      
Gender Male 3.72 1.56 2.54 2.08 
 Female 3.82 1.80 2.71 1.64 
 Difference -0.10 -0.24 -0.17 0.43 
 t-Statistic -0.90 -0.75 -0.70 1.72 
 
Age Young 3.86 1.78 2.18 2.06 
 Old 3.82 1.33 2.63 2.00 
 Difference 0.04 0.44 -0.45 0.06 
 t-Statistic 0.28 1.73 -1.06 0.13 
 
Age Young 3.86 1.78 2.18 2.06 
 Middle  3.69 1.59 2.69 1.91 
 Difference 0.17 0.19 -0.51 0.15 
 t-Statistic 1.74 0.85 -2.15 0.60 
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Table 5.8 (continued) 
Characteristics  1 2 3 4 
      
Age Middle 3.69 1.59 2.69 1.91 
 Old 3.82 1.33 2.63 2.00 
 Difference -0.13 0.26 0.07 -0.09 
 t-Statistic -0.93 0.97 0.17 -0.19 
 
Income Level High 3.70 1.44 2.25 2.00 
 Average 3.75 1.65 2.73 2.09 
 Difference -0.05 -0.21 -0.48 -0.09 
 t-Statistic -0.40 -0.89 -1.80 -0.26 
 
Marital Status In a Relationship 3.70 1.57 2.52 1.86 
 Not in a Relationship 3.76 1.78 2.25 2.00 
 Difference -0.06 -0.21 0.27 -0.14 
 t-Statistic -0.46 -0.60 0.93 -0.61 
      
Residency Status Born in Australia 3.14 0.52 1.62 1.09 
 Overseas 2.86 0.82 1.36 1.18 
 Difference 0.28 -0.30 0.25 -0.09 
 t-Statistic 0.74 -1.10 0.71 -0.27 
 
Area of Education Accounting & Finance 3.20 0.58 1.72 1.16 
 Law & Other 2.90 0.62 1.45 1.00 
 Difference 0.31 -0.04 0.28 0.16 
 t-Statistic 0.92 -0.22 0.94 0.61 
 
Organisation  Large & Boutique 3.05 0.56 1.62 0.96 
 Self-employed 3.27 0.57 1.71 1.37 
 Difference -0.22 -0.01 -0.09 -0.42 
 t-Statistic -0.88 -0.05 -0.35 -1.88 
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Table 5.8 (continued) 
Characteristics  1 2 3 4 
 
Industry  Financial Services 3.78 0.70 2.08 1.47 
 Other 3.77 0.62 2.00 1.43 
 Difference 0.01 0.08 0.08 0.04 
 t-Statistic 0.20 0.60 0.38 0.21 
 
Industry  Consumer Goods 3.83 0.73 2.12 1.51 
 Other 3.76 0.66 2.03 1.39 
 Difference 0.06 0.07 0.09 0.12 
 t-Statistic 0.91 0.51 0.43 0.64 
 
Industry  Mining 3.78 0.64 1.95 1.44 
 Other 3.77 0.66 2.03 1.39 
 Difference 0.02 -0.02 -0.07 0.05 
 
 
t-Statistic 0.27 -0.12 -0.35 0.26 
Industry 
 
 
Health, biotechnology 
and well-being 
3.80 0.74 2.17 1.44 
 Other 3.76 0.66 2.03 1.39 
 Difference 0.03 0.07 0.14 0.05 
 t-Statistic 0.50 0.49 0.65 0.27 
 
The item numbers correspond to the respective table items: 
 
 
  
1. A hedge against risk and uncertainty 
2. A savings tool  
3. A tool to support retirement 
4. An additional expenditure 
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Table 5.9: Factors Influencing Insurance Purchase Behaviour 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 8 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 
          
Gender Male 3.54 3.18 1.75 2.47 3.17 2.87 3.02 1.97 
 Female 3.59 3.47 1.77 2.06 3.35 2.71 3.18 2.18 
 Difference -0.04 -0.29 -0.02 0.41 -0.18 0.16 -0.16 -0.21 
 t-Statistic -0.32 -1.98 -0.07 1.64 -0.89 0.63 -0.65 -0.72 
 
Age Young 3.61 3.43 1.52 2.26 3.21 2.78 3.04 2.07 
 Old 3.55 3.27 2.00 2.55 3.00 2.90 3.09 2.00 
 Difference 0.06 0.16 -0.48 -0.29 0.21 -0.12 -0.06 0.07 
 t-Statistic 0.26 0.56 -1.54 -0.93 0.55 -0.30 -0.16 0.24 
          
Age Young 3.61 3.43 1.52 2.26 3.21 2.78 3.04 2.07 
 Middle  3.52 3.18 1.76 2.42 3.22 2.92 2.98 2.03 
 Difference 0.08 0.25 -0.23 -0.16 -0.01 -0.15 0.05 0.04 
 t-Statistic 0.66 1.44 -1.24 -0.74 -0.05 -0.76 0.30 0.18 
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Table 5.9 (continued) 
Characteristics  1 2 3 4 5 6 7 8 
Age Middle 3.52 3.18 1.76 2.42 3.22 2.92 2.98 2.03 
 Old 3.55 3.27 2.00 2.55 3.00 2.90 3.09 2.00 
 Difference -0.02 -0.09 -0.24 -0.13 0.22 0.02 -0.11 0.03 
 t-Statistic -0.11 -0.37 -0.84 -0.46 0.61 0.06 -0.32 0.12 
 
Income Level High 3.59 3.22 1.48 2.20 3.22 2.72 2.96 1.65 
 Average 3.49 3.36 1.90 2.41 3.25 2.87 3.11 2.22 
 Difference 0.10 -0.14 -0.42 -0.21 -0.02 -0.15 -0.15 -0.57 
 t-Statistic 0.76 -0.82 -2.15 -0.99 -0.12 -0.66 -0.84 -2.74 
          
Marital Status 
In a 
Relationship 
3.51 3.15 1.70 2.38 3.10 2.90 2.99 1.97 
 
Not in a 
Relationship 
3.76 3.41 1.80 2.29 3.29 2.82 3.06 2.06 
 Difference -0.26 -0.26 -0.10 0.09 -0.20 0.07 -0.07 -0.09 
 t-Statistic -2.01 -1.44 -0.45 0.36 -0.91 0.32 -0.35 -0.38 
          
 
Residency Status 
Born in 
Australia 3.00 2.69 1.07 1.81 2.71 2.29 2.50 1.46 
 Overseas 2.73 2.64 1.23 2.14 2.27 2.18 2.41 1.55 
 Difference 0.27 0.05 -0.16 -0.32 0.43 0.11 0.09 -0.08 
 t-Statistic 0.74 0.14 -0.54 -0.99 1.24 0.32 0.26 -0.27 
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Table 5.9 (continued) 
Characteristics  1 2 3 4 5 6 7 8 
 
Area of Education 
Accounting & 
Finance 2.98 2.66 1.12 1.86 2.68 2.32 2.51 1.51 
 Law & Other 2.90 2.83 1.24 1.97 2.62 2.24 2.45 1.41 
 Difference 0.09 -0.17 -0.12 -0.10 0.06 0.08 0.07 0.10 
 t-Statistic 0.26 -0.52 -0.51 -0.38 0.19 0.25 0.22 0.38 
          
 
Organisation  
Large & 
Boutique 2.90 2.65 1.15 1.73 2.70 2.27 2.40 1.48 
 Self-employed 3.12 2.84 1.18 2.25 2.63 2.45 2.76 1.59 
 Difference -0.22 -0.19 -0.02 -0.53 0.08 -0.18 -0.37 -0.10 
 t-Statistic -0.91 -0.82 -0.12 -2.44 0.32 -0.73 -1.65 -0.49 
          
 
Industry  
Financial 
Services 3.54 3.24 1.40 2.26 3.22 2.78 2.98 1.77 
 Other 3.56 3.28 1.39 2.23 3.19 2.75 2.99 1.88 
 Difference -0.02 -0.04 0.01 0.03 0.02 0.03 -0.01 -0.11 
 t-Statistic -0.24 -0.35 0.10 0.20 0.19 0.22 -0.10 -0.68 
          
 
Industry  
Consumer 
Goods 3.61 3.30 1.51 2.22 3.30 2.75 3.03 1.72 
 Other 3.55 3.25 1.38 2.26 3.20 2.76 3.00 1.82 
 Difference 0.06 0.05 0.13 -0.05 0.10 -0.01 0.03 -0.10 
 t-Statistic 0.62 0.42 0.87 -0.29 0.81 -0.06 0.22 -0.61 
          
Industry  Mining 3.52 3.25 1.35 2.12 3.20 2.72 2.91 1.92 
 Other 3.56 3.26 1.40 2.28 3.21 2.77 3.00 1.82 
 Difference -0.03 -0.01 -0.05 -0.16 -0.01 -0.04 -0.09 0.11 
 t-Statistic -0.35 -0.13 -0.32 -1.01 -0.07 -0.26 -0.68 0.61 
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Table 5.9 (continued) 
Characteristics  1 2 3 4 5 6 7 8 
          
Industry 
 
Health, 
biotechnology 
and well-being 3.55 3.29 1.48 2.23 3.35 2.91 2.94 1.81 
 Other 3.55 3.26 1.39 2.29 3.20 2.76 2.99 1.80 
 Difference 0.00 0.03 0.08 -0.06 0.15 0.15 -0.05 0.01 
 t-Statistic -0.02 0.23 0.58 -0.39 1.22 0.96 -0.37 0.08 
 
The item numbers correspond to the respective table items: 
 
 
1. Premium payments 
2. Type of insurance  
3. Level of inflation         
4. Tax benefits  
5. Uncertainty and risk     
6. Financial crisis   
7. Amount of insurance purchased  
8. Fees and commission involved   
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Table 5.10: Vital Insurance Policies 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 7 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 
         
Gender Male 3.74 3.06 3.22 3.72 2.69 2.72 2.25 
 Female 3.81 3.25 3.19 3.94 3.06 3.19 2.64 
 Difference -0.07 -0.19 0.03 -0.21 -0.37 -0.46 -0.39 
 t-Statistic -0.63 -0.82 0.12 -2.62 -1.47 -1.86 -1.30 
 
Age Young 3.82 3.07 3.04 3.89 2.52 2.63 2.30 
 Old 3.64 2.91 2.91 3.45 2.64 2.55 2.67 
 Difference 0.19 0.16 0.13 0.44 -0.12 0.08 -0.37 
 t-Statistic 1.09 0.51 0.38 2.60 -0.38 0.24 -1.17 
 
Age Young 3.82 3.07 3.04 3.89 2.52 2.63 2.30 
 Middle  3.76 3.13 3.27 3.79 2.80 2.86 2.22 
 Difference 0.06 -0.06 -0.24 0.10 -0.28 -0.23 0.08 
 t-Statistic 0.65 -0.31 -1.15 1.22 -1.23 -0.97 0.31 
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Table 5.10 (continued) 
Characteristics  1 2 3 4 5 6 7 
         
Age Middle 3.76 3.13 3.27 3.79 2.80 2.86 2.22 
 Old 3.64 2.91 2.91 3.45 2.64 2.55 2.67 
 Difference 0.12 0.23 0.36 0.34 0.16 0.32 -0.45 
 t-Statistic 0.77 0.74 1.19 2.00 0.58 1.04 -1.85 
 
Income Level High 3.70 2.96 3.30 3.74 2.38 2.50 2.16 
 Average 3.79 3.18 3.27 3.84 2.83 2.90 2.41 
 Difference -0.08 -0.22 0.03 -0.10 -0.46 -0.40 -0.25 
 t-Statistic -0.80 -1.05 0.15 -0.97 -1.94 -1.63 -0.94 
 
Marital Status In a Relationship 3.76 3.07 3.23 3.82 2.61 2.68 2.20 
 Not in a Relationship 3.71 3.12 2.88 3.59 2.53 3.06 2.69 
 Difference 0.05 -0.05 0.35 0.23 0.08 -0.38 -0.49 
 t-Statistic 0.36 -0.21 1.32 1.27 0.36 -1.59 -1.82 
 
Residency Status Born in Australia 3.17 2.52 2.68 3.13 2.16 2.21 1.19 
 Overseas 2.82 2.50 2.41 3.00 2.14 2.27 1.14 
 Difference 0.35 0.02 0.27 0.13 0.02 -0.06 0.05 
 t-Statistic 0.94 0.05 0.68 0.32 0.07 -0.17 0.16 
 
Area of Education Accounting & Finance 3.20 2.58 2.68 3.21 2.22 2.29 1.22 
 Law & Other 2.72 2.41 2.38 2.76 1.93 2.17 1.14 
 Difference 0.48 0.16 0.30 0.45 0.29 0.12 0.08 
 t-Statistic 1.43 0.52 0.91 1.32 1.00 0.40 0.28 
         
Organisation  Large & Boutique 2.99 2.51 2.59 3.02 2.21 2.22 1.19 
 Self-employed 3.33 2.65 2.69 3.29 2.20 2.33 1.31 
 Difference -0.34 -0.14 -0.09 -0.27 0.01 -0.11 -0.13 
 t-Statistic -1.41 -0.57 -0.38 -1.10 0.05 -0.47 -0.54 
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Table 5.10 (continued) 
Characteristics  1 2 3 4 5 6 7 
 
Industry  Financial Services 3.73 3.02 3.20 3.77 2.71 2.68 1.93 
 Other 3.74 3.08 3.18 3.77 2.62 2.70 1.94 
 Difference -0.01 -0.06 0.02 0.01 0.09 -0.02 -0.01 
 t-Statistic -0.14 -0.46 0.14 0.08 0.58 -0.10 -0.06 
 
Industry  Consumer Goods 3.71 3.03 3.17 3.74 2.68 2.64 1.82 
 Other 3.73 3.07 3.20 3.76 2.65 2.73 1.92 
 Difference -0.02 -0.04 -0.02 -0.02 0.02 -0.10 -0.10 
 t-Statistic -0.32 -0.29 -0.16 -0.29 0.15 -0.58 -0.46 
 
Industry  Mining 3.69 3.00 3.13 3.75 2.55 2.55 1.94 
 Other 3.74 3.08 3.19 3.76 2.65 2.74 1.93 
 Difference -0.04 -0.08 -0.06 -0.01 -0.09 -0.18 0.01 
 
 t-Statistic -0.56 -0.54 -0.42 -0.12 -0.56 -1.09 0.03 
Industry 
 
 
Health, biotechnology 
and well-being 3.74 3.13 3.23 3.75 2.86 2.72 1.86 
 Other 3.73 3.08 3.19 3.76 2.63 2.73 1.93 
 Difference 0.00 0.05 0.04 -0.01 0.22 -0.01 -0.07 
 t-Statistic 0.06 0.38 0.33 -0.10 1.39 -0.06 -0.33 
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The item numbers correspond to the respective table items: 
 
 
 
 
 
 
1. Life insurance 
2. Trauma insurance 
3. Total permanent disability 
4. Income protection 
5. Insurance for business expenses 
6. Insurance against any critical disease 
7. Other insurance (if any) 
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Table 5.11: Recommendation to Buy Insurance Policies at Different Life Stages 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 12 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Gender Male 2.55 2.96 3.44 2.90 3.53 2.71 2.89 3.47 3.44 1.48 1.43 1.68 
 Female 2.75 3.13 3.63 3.06 3.75 3.00 3.00 3.63 3.69 1.67 1.57 2.43 
 Difference -0.20 -0.17 -0.19 -0.16 -0.22 -0.29 -0.11 -0.16 -0.25 -0.19 -0.14 -0.74 
 t-Statistic -0.66 -0.76 -1.07 -0.66 -1.38 -1.02 -0.44 -1.14 -1.86 -0.73 -0.45 -2.30 
 
Age Young 2.73 3.15 3.57 2.93 3.57 2.79 2.93 3.64 3.32 1.79 1.77 2.13 
 Old 2.27 2.64 3.45 2.36 3.45 2.27 2.60 3.27 3.36 1.60 1.50 2.00 
 Difference 0.46 0.51 0.12 0.56 0.12 0.51 0.33 0.37 -0.04 0.19 0.27 0.13 
 t-Statistic 1.16 1.51 0.48 1.75 0.51 1.48 1.08 1.46 -0.15 0.41 0.65 0.26 
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Table 5.11 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
Age Young 2.73 3.15 3.57 2.93 3.57 2.79 2.93 3.64 3.32 1.79 1.77 2.13 
 Middle  2.62 3.02 3.48 3.02 3.64 2.84 3.03 3.57 3.61 1.49 1.38 1.63 
 Difference 0.12 0.13 0.09 -0.09 -0.07 -0.05 -0.10 0.08 -0.29 0.30 0.39 0.51 
 t-Statistic 0.54 0.77 0.54 -0.46 -0.60 -0.25 -0.58 0.65 -2.05 1.19 1.51 1.60 
 
Age Middle 2.62 3.02 3.48 3.02 3.64 2.84 3.03 3.57 3.61 1.49 1.38 1.63 
 Old 2.27 2.64 3.45 2.36 3.45 2.27 2.60 3.27 3.36 1.60 1.50 2.00 
 Difference 0.34 0.38 0.03 0.65 0.19 0.56 0.43 0.29 0.25 -0.11 -0.12 -0.38 
 t-Statistic 0.89 1.16 0.13 2.17 0.86 1.74 1.51 1.19 0.98 -0.27 -0.34 -0.83 
 
Income Level High 2.50 2.96 3.59 2.78 3.56 2.78 2.89 3.59 3.48 1.57 1.57 1.83 
 Average 2.72 3.08 3.51 2.98 3.64 2.75 2.93 3.51 3.52 1.50 1.43 1.66 
 Difference -0.22 -0.12 0.08 -0.21 -0.08 0.03 -0.04 0.08 -0.04 0.07 0.14 0.18 
 t-Statistic -0.93 -0.66 0.54 -1.04 -0.67 0.15 -0.25 0.64 -0.31 0.29 0.56 0.52 
Marital Status 
In a 
Relationship 2.63 3.13 3.51 2.94 3.62 2.79 2.94 3.54 3.52 1.63 1.54 1.89 
 
Not in a 
Relationship 3.00 3.06 3.65 3.12 3.59 2.82 2.81 3.41 3.35 1.45 1.36 1.44 
 Difference -0.37 0.07 -0.13 -0.17 0.03 -0.03 0.13 0.12 0.17 0.18 0.18 0.45 
 t-Statistic -1.35 0.40 -0.91 -0.81 0.19 -0.14 0.67 0.86 1.22 0.63 0.64 1.31 
 
 
Residency Status 
Born in 
Australia 2.06 2.40 2.87 2.38 3.02 2.22 2.38 2.94 2.93 0.69 0.71 0.81 
 Overseas 2.00 2.41 2.73 2.32 2.64 2.27 2.14 2.73 2.73 0.77 0.59 0.68 
 Difference 0.06 -0.01 0.14 0.07 0.38 -0.05 0.24 0.21 0.20 -0.09 0.11 0.13 
 t-Statistic 0.18 -0.02 0.37 0.19 1.05 -0.14 0.71 0.58 0.55 -0.35 0.54 0.57 
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Table 5.11 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
 
 
Area of Education 
Accounting & 
Finance 2.06 2.45 2.90 2.36 3.04 2.26 2.39 2.97 2.90 0.72 0.72 0.80 
 Law & Other 2.03 2.21 2.62 2.38 2.62 2.17 2.10 2.59 2.72 0.66 0.59 0.90 
 Difference 0.02 0.24 0.28 -0.02 0.42 0.08 0.29 0.39 0.17 0.07 0.14 -0.10 
 t-Statistic 0.06 0.74 0.82 -0.07 1.24 0.27 0.94 1.18 0.53 0.35 0.73 -0.44 
 
 
Organisation  
Large & 
Boutique 1.96 2.31 2.68 2.29 2.79 2.10 2.19 2.75 2.75 0.70 0.60 0.71 
 Self-employed 2.24 2.63 3.16 2.55 3.27 2.55 2.67 3.20 3.16 0.63 0.78 0.96 
 Difference -0.28 -0.32 -0.48 -0.26 -0.48 -0.45 -0.48 -0.45 -0.41 0.08 -0.18 -0.25 
 t-Statistic -1.18 -1.36 -1.91 -1.07 -2.01 -1.99 -2.09 -1.88 -1.71 0.51 -1.22 -1.24 
 
 
Industry  
Financial 
Services 2.45 2.90 3.41 2.86 3.55 2.66 2.79 3.47 3.45 0.76 0.79 0.98 
 Other 2.49 2.93 3.43 2.92 3.58 2.72 2.83 3.50 3.50 0.79 0.83 0.95 
 Difference -0.04 -0.03 -0.02 -0.07 -0.03 -0.06 -0.04 -0.04 -0.06 -0.03 -0.04 0.02 
 t-Statistic -0.24 -0.23 -0.14 -0.48 -0.28 -0.39 -0.27 -0.41 -0.65 -0.25 -0.29 0.14 
 
 
Industry  
Consumer 
Goods 2.52 2.97 3.51 2.94 3.61 2.71 2.94 3.58 3.55 0.84 0.90 1.03 
 Other 2.43 2.89 3.42 2.88 3.57 2.69 2.81 3.50 3.47 0.79 0.81 0.96 
 Difference 0.09 0.08 0.08 0.06 0.04 0.02 0.13 0.08 0.08 0.05 0.08 0.06 
 t-Statistic 0.51 0.53 0.70 0.40 0.46 0.13 0.91 0.93 0.91 0.37 0.59 0.35 
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Table 5.11 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Industry  Mining 2.46 2.92 3.38 2.94 3.55 2.71 2.78 3.49 3.51 0.84 0.86 0.98 
 Other 2.45 2.90 3.43 2.89 3.57 2.70 2.82 3.50 3.47 0.79 0.81 0.96 
 Difference 0.01 0.02 -0.05 0.04 -0.02 0.01 -0.04 -0.01 0.03 0.06 0.05 0.02 
 t-Statistic 0.08 0.13 -0.34 0.30 -0.16 0.04 -0.27 -0.08 0.37 0.37 0.32 0.11 
Industry 
 
 
Health, 
biotechnology 
and well-being 2.46 2.94 3.41 2.93 3.57 2.64 2.88 3.45 3.49 0.75 0.84 1.03 
 Other 2.46 2.91 3.43 2.89 3.57 2.71 2.82 3.50 3.47 0.78 0.80 0.96 
 Difference 0.00 0.03 -0.03 0.03 0.00 -0.07 0.06 -0.06 0.02 -0.03 0.04 0.07 
 t-Statistic 0.02 0.21 -0.22 0.23 -0.01 -0.45 0.41 -0.55 0.25 -0.19 0.26 0.40 
 
 
The item numbers correspond to the respective table items: 
 
 
1. Young and unmarried 
2. Young, married and with no children 
3. Young, married, children and low income earner 
4. Divorced 
5. Divorced with children 
6. Middle aged and unmarried 
7. Middle aged, married, no children and low income 
8. Middle aged, married, children and low income 
9. Middle aged, married, and high income 
10. Retirement age and unmarried 
11. Retirement age, married, no children and low income 
12. Retirement age, married, independent children and high 
income 
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Table 5.12: Policies that should be Compulsory 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 4 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 
      
Gender Male 1.32 1.80 1.28 1.53 
 Female 1.25 1.56 1.24 1.56 
 Difference 0.07 0.24 0.04 -0.03 
 t-Statistic 0.58 1.75 0.39 -0.27 
 
Age Young 1.32 1.70 1.25 1.64 
 Old 1.18 1.64 1.27 1.55 
 Difference 0.14 0.06 -0.02 0.09 
 t-Statistic 0.92 0.38 -0.14 0.53 
 
Age Young 1.32 1.70 1.25 1.64 
 Middle  1.31 1.78 1.24 1.49 
 Difference 0.01 -0.08 0.01 0.15 
 t-Statistic 0.08 -0.70 0.11 1.36 
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Table 5.12 (continued) 
Characteristics  1 2 3 4 
      
Age Middle 1.31 1.78 1.24 1.49 
 Old 1.18 1.64 1.27 1.55 
 Difference 0.13 0.14 -0.03 -0.06 
 t-Statistic 0.98 0.87 -0.23 -0.31 
 
Income Level High 1.30 1.77 1.22 1.48 
 Average 1.32 1.70 1.28 1.50 
 Difference -0.02 0.07 -0.06 -0.02 
 t-Statistic -0.19 0.67 -0.61 -0.16 
 
Marital Status In a Relationship 1.31 1.71 1.24 1.50 
 Not in a Relationship 1.29 1.71 1.35 1.59 
 Difference 0.02 0 -0.11 -0.09 
 t-Statistic 0.12 0.07 -0.87 -0.64 
 
Residency Status Born in Australia 1.08 1.47 1.07 1.27 
 Overseas 1.14 1.32 1.00 1.27 
 Difference -0.06 0.15 0.07 0 
 t-Statistic -0.32 0.80 0.45 -0.03 
 
Area of Education Accounting & Finance 1.07 1.46 1.05 1.27 
 Law & Other 1.10 1.34 1.07 1.21 
 Difference -0.03 0.12 -0.02 0.06 
 t-Statistic -0.19 0.65 -0.16 0.35 
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Table 5.12 (continued) 
Characteristics  1 2 3 4 
      
Organisation  Large & Boutique 1.08 1.44 1.04 1.22 
 Self-employed 1.10 1.41 1.08 1.33 
 Difference -0.02 0.03 -0.04 -0.11 
 t-Statistic -0.19 0.21 -0.32 -0.88 
 
Industry  Financial Services 1.28 1.78 1.25 1.51 
 Other 1.33 1.75 1.27 1.55 
 Difference -0.05 0.03 -0.02 -0.04 
 t-Statistic -0.70 0.44 -0.32 -0.63 
      
Industry Consumer Goods  1.35 1.78  1.30 1.54 
 Other 1.30 1.76 1.26 1.52 
 Difference 0.05 0.02 0.04 0.02 
 t-Statistic 0.61 0.35 0.69 0.28 
 
Industry  Mining 1.35 1.77 1.28 1.55 
 Other 1.31 1.75 1.25 1.53 
 Difference   0.04  0.02 0.03 0.02 
 t-Statistic 0.60 0.23 0.33 0.35 
Industry 
 
 
Health, biotechnology 
and well-being 1.35 1.76 1.32 1.56 
 Other 1.31 1.75 1.26 1.53 
 Difference 0.04 0.01 0.06 0.03 
 t-Statistic 0.55 0.20 0.95 0.35 
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The item numbers correspond to the respective table items: 
  
1. Life insurance 
2. Trauma insurance 
3. Income protection insurance 
4. Total permanent disability 
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Table 5.13: Strategies Adopted to Attract New Clients 
 
This table presents the mean proportions for subsamples of respondents based on respondents’ fundamental characteristics. Gender represents if 
the respondent is a male or female. Age represents the age of the respondent: if he or she is greater than 40, the respondent is old; if he or she is 
between 40-60, the respondent is middle aged; otherwise the respondent is young. Income is equal to high and average income earners. Marital 
status refers to respondents in a relationship (which includes married and de facto) and not in a relationship (which includes not married, 
divorced and widowed). Residency status refers to (1) respondents who are born in Australia and are Australian citizens and (2) respondents who 
are Australian citizens/permanent residents but were born overseas. Areas of education include (1) accounting and finance and (2) law or any 
other area of education. Organisation reflects the response of two types of organisations in the financial planning industry, namely, (1) large and 
boutique firms and (2) self-employed financial planners. There are four industries, namely, financial services, consumer goods, mining and 
health, biotechnology and well-being that respondents prefer to invest in. The items corresponding to each of the item numbered from 1 to 9 are 
presented in the footnote to this table. The t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 
           
Gender Male 1.88 1.84 3.48 2.43 2.63 2.10 2.43 2.20 2.67 
 Female 2.38 2.67 3.35 2.53 2.53 2.20 2.36 1.50 3.29 
 Difference -0.50 -0.83 0.13 -0.11 0.09 -0.10 0.06 0.70 -0.62 
 t-Statistic -1.20 -1.82 0.70 -0.30 0.28 -0.17 0.23 1.88 -1.92 
 
Age Young 1.88 2.25 3.66 2.86 2.94 2.00 2.27 2.22 3.08 
 Old 1.50 1.50 3.45 2.80 2.40 2.33 2.67 2.60 2.20 
 Difference 0.38 0.75 0.20 0.06 0.54 -0.33 -0.40 -0.38 0.88 
 t-Statistic 0.54 1.11 0.87 0.22 1.34 -0.63 -1.29 -0.93 1.86 
 
Age Young 1.88 2.25 3.66 2.86 2.94 2.00 2.27 2.22 3.08 
 Middle  2.11 1.94 3.37 2.13 2.54 2.16 2.45 1.83 2.73 
 Difference -0.24 0.31 0.28 0.73 0.40 -0.16 -0.18 0.39 0.35 
 t-Statistic -0.46 0.61 2.08 3.04 1.58 -0.43 -0.66 1.04 0.99 
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Table 5.13 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 
           
Age Middle 2.11 1.94 3.37 2.13 2.54 2.16 2.45 1.83 2.73 
 Old 1.50 1.50 3.45 2.80 2.40 2.33 2.67 2.60 2.20 
 Difference 0.61 0.44 -0.08 -0.67 0.14 -0.18 -0.22 -0.77 0.53 
 t-Statistic 1.14 0.81 -0.36 -2.78 0.40 -0.39 -0.85 -2.50 1.26 
 
Income Level High 1.75 1.40 3.53 2.48 2.91 2.27 2.38 2.27 2.87 
 Average 2.20 2.21 3.40 2.35 2.51 2.36 2.63 2.24 2.61 
 Difference -0.45 -0.81 0.14 0.13 0.40 -0.10 -0.25 0.04 0.26 
 t-Statistic -1.21 -2.28 0.85 0.50 1.77 -0.33 -1.13 0.13 0.76 
 
Marital Status In a Relationship 1.88 2.11 3.43 2.23 2.63 2.11 2.34 1.96 2.65 
 Not in a Relationship 2.50 2.00 3.47 2.60 2.60 2.80 2.60 2.25 3.29 
 Difference -0.62 0.11 -0.05 -0.37 0.03 -0.69 -0.26 -0.29 -0.64 
 t-Statistic -0.91 0.17 -0.29 -1.24 0.10 -1.68 -0.87 -0.95 -1.60 
 
Residency Status Born in Australia 0.50 0.38 3.10 1.78 1.74 0.89 1.05 0.47 0.90 
 Overseas 0.91 0.64 2.86 1.59 1.73 0.59 1.41 0.82 1.36 
 Difference -0.41 -0.25 0.23 0.19 0.01 0.30 -0.36 -0.34 -0.46 
 t-Statistic -1.39 -1.05 0.73 0.63 0.04 1.23 -1.10 -1.25 -1.33 
 
Area of Education Accounting & Finance 0.58 0.41 3.17 1.82 1.83 0.96 1.16 0.55 1.08 
 Law & Other 0.62 0.59 2.76 1.69 1.62 0.45 1.07 0.41 0.72 
 Difference -0.04 -0.17 0.41 0.13 0.20 0.52 0.09 0.14 0.36 
 t-Statistic -0.17 -0.75 1.24 0.42 0.68 2.48 0.31 0.68 1.29 
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Table 5.13 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 
 
Organisation  Large & Boutique 0.52 0.54 3.02 1.89 1.79 0.75 1.16 0.60 1.05 
 Self-employed 0.67 0.22 3.29 1.55 1.61 0.94 0.94 0.39 0.73 
 Difference -0.15 0.32 -0.27 0.34 0.18 -0.19 0.22 0.21 0.33 
 t-Statistic -0.76 2.17 -1.33 1.43 0.73 -0.92 0.96 1.26 1.37 
 
Industry  Financial Services 0.71 0.56 3.37 1.92 1.93 0.94 1.25 0.62 1.46 
 Other 0.60 0.44 3.43 1.95 1.96 0.90 1.29 0.61 1.29 
 Difference 0.11 0.12 -0.06 -0.03 -0.04 0.04 -0.04 0.01 0.18 
 t-Statistic 0.66 0.80 -0.47 -0.15 -0.17 0.22 -0.18 0.04 0.73 
 
Industry  Consumer Goods 0.63 0.43 3.43 1.92 1.99 0.97 1.28 0.51 1.26 
 Other 0.65 0.49 3.40 1.96 1.93 0.92 1.27 0.63 1.35 
 Difference -0.02 -0.06 0.03 -0.04 0.05 0.05 0.01 -0.12 -0.09 
 t-Statistic -0.11 -0.40 0.25 -0.21 0.25 0.26 0.04 -0.79 -0.36 
 
Industry  Mining 0.70 0.46 3.41 1.88 1.88 0.97 1.34 0.49 1.24 
 Other 0.64 0.48 3.41 1.98 1.95 0.92 1.26 0.62 1.34 
 Difference 0.06 -0.02 0.01 -0.09 -0.07 0.05 0.08 -0.13 -0.10 
 t-Statistic 0.34 -0.13 0.04 -0.47 -0.32 0.29 0.38 -0.86 -0.37 
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Table 5.13 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 
Industry 
 
 
Health, biotechnology 
and well-being 0.67 0.41 3.38 1.99 2.05 0.93 1.33 0.70 1.23 
 Other 0.65 0.49 3.41 1.96 1.93 0.92 1.24 0.60 1.34 
 Difference 0.02 -0.08 -0.03 0.03 0.12 0.02 0.09 0.10 -0.11 
 t-Statistic 0.15 -0.57 -0.25 0.15 0.61 0.09 0.41 0.59 -0.44 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
1. Print media (Yellow Pages/publications/magazines/newspapers) 
2. Other media advertising (television, radio, mobile device, etc.) 
3. Word of mouth publicity 
4. Seminars and workshops 
5. Newsletters sent by mail/email 
6. Social media advertising (Facebook, Twitter, etc.) 
7. Online ads, websites, etc. 
8. Publishing reports on performance 
9. Others 
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CHAPTER 6: BEHAVIOURAL ASPECTS OF 
AUSTRALIAN FINANCIAL PLANNERS 
 
6.1  Introduction 
Following the discussion on how fundamental factors affect financial planning in the 
previous chapter, this chapter explores the behavioural aspects of Australian financial 
planners. As discussed in the literature review (Chapter 2), the behavioural finance 
school of thought argues that decision making of individuals is affected by the various 
behavioural biases. This chapter examines impact of four of such biases on the 
decisions of financial planners. The behavioural biases examined are self-serving bias 
(Miller and Ross 1975; Ramiah et al. 2014, 2015), overconfidence bias (Baker and 
Nofsinger 2002; Ramiah et al. 2014, 2015; Speirs-Bridge et al. 2010), loss aversion 
bias (Tversky and Kahneman 1991), and representativeness bias (Tversky and 
Kahneman 1974). Following Ramiah et al. (2014, 2015), the first objective of this 
chapter is to identify whether Australian financial planners exhibit any of the 
behavioural biases under study. The second objective is to explore how these 
behavioural biases affect financial planning decisions. To achieve these goals, survey 
questions were designed to identify the four behavioural biases and we then tested the 
difference in performance when individuals are prone to these biases. Questions in 
section on ‘investments’ in the questionnaire are designed to capture the four 
behavioural biases under study and the questions are asked in such a way that 
respondents are unable to identify these questions as a measure of behavioural biases. 
This chapter is a major contribution to the body of literature as study of behavioural 
biases in the area of Australian financial planning is a neglected area in the existing 
literature. 
 
The rest of this chapter is organised as follows: Section 6.2 discusses the results of 
self-serving bias, followed by those for overconfidence bias (Section 6.3), 
loss-aversion bias (Section 6.4) and representativeness bias (Section 6.5). Finally, the 
conclusion (Section 6.6) is presented. 
 
6.2  Self-Serving Bias 
Self-serving bias leads people to attribute success to their own abilities (internal 
factors) and failure to the economic environment (external factors) as proposed by 
Miller and Ross (1975) and Ramiah et al. (2014, 2015). This means that for one to 
conclude that a respondent is prone towards this bias, two conditions must be 
satisfied.  In the first condition, the respondent attributes this success to their own 
financial advice (internal factors) in periods of good performance and blames the 
economic environment (external factors) during bad times. The second condition is 
that respondents blame external factors when they fail instead of accepting that it is 
due to their own mistake. 
 
We focus on 77 respondents who possess this bias. Surprisingly, there are only three 
respondents who belong to the no bias category and we could not classify the 
remaining 49 respondents in either of the two groups. We then tested for any 
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difference in financial planning decisions between those who are prone to this bias 
and those who are not. The results in Tables 6.1-6.12 show that respondents with as 
compared to those without the self-serving bias perform differently in many ways, 
This means that the decision making of these two groups may differ in the areas of 
financial planning under study. The results summarised in Table 6.1 shows that 
respondents with self-serving bias place a high level of importance on tax and find 
liquidity risk less significant as compared to respondents without this bias (the values 
are considered at 95% level of confidence). In the area of superannuation (see Table 
6.3), we show that retail superannuation funds, private fund-bank or insurance 
benefits, master trust superannuation funds and self-managed superannuation funds 
are the four categories of funds which are given high importance by respondents with 
this bias. The respondents with self-serving bias also place more value on property 
investments (see Table 6.4) as an alternative investment method over superannuation. 
When asked about their preferred source of information for superannuation, 
respondents with self-serving bias are observed to place less importance on research 
articles and book/publications/magazines as compared to respondents without the 
bias. We do not find any significant difference in decision making of financial 
planners with and without this bias in the area of insurance except when asked about 
the likelihood of them recommending insurance policies to their clients at varied life 
stages. (See Question 8.5, Table 6.11) Respondents with this bias place a smaller 
amount of importance on possessing insurance policies for their clients who are 
middle aged, married and high income as compared to the respondents without 
self-serving bias. This group of respondents do not find trauma insurance to be an 
important insurance policy that should be made compulsory for their clients (Refer to 
Table 6.12).  
 
6.3  Overconfidence Bias 
Questions 9.2, 9.3 and 9.4 (in the questionnaire) are designed to capture 
overconfidence bias. We segregate participants’ responses into two categories, 
namely, overconfidence bias and without overconfidence bias. A total of 52 
respondents are found to have overconfidence bias, 43 respondents are low confident 
and 36 respondents belong to the ‘no bias’ category. As discussed in Chapter 3, this 
research detects a reduction in the level of overconfidence in the ‘specific model’, that 
is, when intervals are used—where respondents are asked to rate their confidence on 
their own response. In the specific model, the number of respondents showing 
overconfidence bias is reduced to thirteen. In this research, we concentrate on 
respondents with overconfidence bias and ones with no bias and note the differences 
found (if any) in the decision making of these two categories of respondents. 
 
We compare the difference between the responses of overconfident respondents and 
those with no bias in the three areas of financial planning. Surprisingly, we do not find 
any major differences between overconfident respondents and respondents without 
this bias. Nevertheless, there are occasional areas where differences are noticed. In the 
area of retirement planning for example, overconfident respondents are observed to 
place less importance on factors such as inflation and their clients’ savings patterns. 
These respondents are also observed to be less concerned when given a hypothetical 
situation such as how important is it to plan adequately for retirement when their 
client is either approaching bankruptcy or when a client with inadequate retirement 
income prefers to stay at home instead of in age care centres. Respondents with 
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overconfidence bias do not place much importance on conducting regular meetings 
with clients in order to provide them guidance for retirement planning. (See Table 
6.1.) Similar to Baker and Nofsinger (2002) and Ramiah et al. (2014, 2015), 
respondents seem to overstate their abilities in unfavourable situations such as 
inflation, clients approaching bankruptcy, situations where clients have an inadequate 
retirement plan, and situations in which clients are advised to stay at home instead of 
in age care centres. Furthermore, the savings patterns of the clients and conducting 
regular meetings with the clients also seem to be of lesser importance to this group of 
respondents.  
 
Traces of overconfidence are also observed in superannuation. Overconfident 
respondents are found to place less importance on concessional and non-concessional 
contribution caps and co-contribution from the government (Refer to Table 6.3). In 
addition, when asked about the relevant sources of information to consult regarding 
superannuation (refer to Question 7.4 in questionnaire), overconfident respondents 
place less importance on sources such as newsletters sent by mail/email, industry and 
government disclosures and seminars and workshops (See Table 6.5). 
 
Lastly, in the area of insurance, overconfident respondents consider the amount of 
insurance purchased as a vital factor which they think can influence clients’ insurance 
purchase behaviours as compared to respondents without the bias (Refer to Table 6.9). 
6.4  Loss Aversion Bias 
Respondents are asked to indicate how satisfied or disappointed they would be if their 
client’s return on investment increased or decreased by 10%, 20% or more than 20% 
in value (Refer to Question 9.6). The rating is done using a five-point Likert scale 
where ‘0 indicates’ not being disappointed (not satisfied) and ‘4’ indicates extreme 
disappointment (extreme satisfaction). Higher scores indicate an increase in 
disappointment or an increase in satisfaction. Thus, higher scores reflect the intensity 
of emotions and it is hypothesised that losses are felt at a greater intensity than gains. 
We therefore expect to see higher disappointment scores than satisfaction scores. 
 
There were only 3 respondents with this bias and 81 without the bias. In this section, 
we identify the practices of financial planners with the loss aversion bias and those 
without it. In retirement planning, it appears that respondents with loss aversion bias 
are more concerned about diversification of investments, savings patterns, adequate 
insurance cover and liquidity risk as important factors to be considered in retirement 
planning (See Table 6.1). These respondents are found to place lesser importance on 
real estate investments when designing a retirement plan for their clients (Table 6.2). 
In superannuation, tables 6.3 to 6.7 show that financial planners with loss aversion 
bias place greater importance on tax, the investment horizon of their clients, and 
concessional and non-concessional contribution caps. This group of respondents 
prefer age pension more and property investment less as an alternative form of 
investment when compared to superannuation (Refer to Table 6.4). The sources of 
information preferred by respondents with loss aversion bias for superannuation are 
ASX news releases, books/publications/magazines and industry and government 
disclosures. Besides this, concerning their opinions about different types of 
superannuation fees, annuity fees and low account preservation fees are given greater 
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importance and performance fees less importance by the respondents with loss 
aversion bias as compared to respondents without loss aversion bias (See Table 6.6). 
In addition, respondents with loss aversion bias have a high preference for receiving 
information on investment amounts, account balances, operational expenditures, 
superannuation contributions made by the employer, contributions made by the client 
him/herself and any other contributions towards the fund (See Table 6.7). In the area 
of insurance, respondents with loss aversion bias tend to prefer insurance because they 
think it works as a hedge against risk and uncertainty (Table 6.8). Respondents have a 
high preference for two factors, namely, uncertainty and risk and amount of insurance 
purchased which they feel can influence the insurance purchase behaviour of their 
clients (See Table 6.9). Moreover, life insurance and income protection are given 
greater importance as compared to other types of insurance by the respondents with 
loss aversion bias (Table 6.10) but, on similar grounds, when asked about 
respondents’ opinions on the insurance policies that should be made compulsory for 
the clients (see Question 8.6 in the questionnaire), these respondents do not find 
income protection policy so important as to make it a compulsory policy (See Table 
6.12). Respondents with loss aversion bias prefer insurance policies and believe that it 
is important for their clients to have it irrespective of the different life-stages (See 
Table 6.11).  
 
6.5  Representativeness Bias 
To identify whether financial planners exhibit representativeness bias, participants are 
asked to rate the likelihood of investment in two different scenarios. As discussed in 
Chapter 3, we designed two questions (see questions 9.10 and 9.11) to capture this 
bias where the respondents are exposed to two hypothetical scenarios. Respondents 
were asked to indicate the likelihood for each scenario on a five-point scale where ‘0’ 
reflects ‘not likely’ to make an investment and ‘4’ represents ‘extremely likely’ to 
make an investment. If respondents rated ‘0’ or ‘1’ for the particular company while 
giving the same low rating for another low-performing company, we assume that they 
are prone to representativeness bias. If respondents rated ‘3’ or ‘4’ for the above two 
scenarios, we assume that they do not exhibit such a bias. ‘2’ is considered as neutral 
in decision making and thus left out of analysis. There are 52 respondents exhibiting 
this bias and 110 without this bias. 
 
The results in Table 6.3 indicate that financial planners exhibiting representativeness 
bias place lesser importance on the type of funds, namely, industry funds, public 
sector funds, eligible rollover funds, retail superannuation funds and retirement 
savings accounts. However, they are observed to give more importance to mandatory 
contributions and non-concessional contributions towards superannuation funds. They 
also give lesser importance to member fees charged on superannuation funds as 
compared to respondents without this bias (See Table 6.6). 
 
We do not find any significant difference in the opinion of respondents with this bias 
and those without the bias in the area of retirement planning and insurance except in 
the case of life insurance. Table 6.12 shows that respondents with this bias find life 
insurance to be an important policy that should be made compulsory. 
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6.6  Conclusion 
This chapter investigates four behavioural biases and their impacts on financial 
planning in Australia. The study of behavioural biases in financial planning is a major 
contribution of this research as existing literature fails to take it into consideration. 
The empirical results of our study show that Australian financial planners are prone to 
behavioural biases such as self-serving bias, overconfidence bias, loss aversion bias, 
and representativeness bias. Furthermore, these biases affect their decisions in terms 
of relative importance. Society depends heavily on the advice of these experts 
(financial planners) and any mistakes that they commit can have a drastic influence on 
their clients’ future. However, we do not find any conflicting differences among 
financial advisors exhibiting these biases, indicating that Australian financial planners 
have a strong tendency to offer similar advice. The implication is that one can be 
indifferent when it comes to choosing a financial planner as the regulatory system in 
Australia has improved significantly over the years. It is important to note that 
behavioural biases are not necessarily bad attributes to have since they have the 
potential to enhance decisions in certain areas. For instance, self-serving financial 
planners show a high preference for tax and property investments. This can be useful 
to their clients as they will be aware of the tax treatment on their investments and will 
also help to enhance property investments for clients. Similarly, loss aversion bias 
tends to have a high preference for insurance purchase. This reflects their awareness 
of risk and future uncertainties. Our findings are of great importance to the financial 
planning industry which caters to the financial needs of all Australians. 
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Table 6.1: Important Factors in Retirement Planning 
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 15 are presented in the footnote to this table. The 
t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 
                 
Self-Serving Bias Yes 3.05 3.43 3.58 3.04 3.32 3.08 3.31 3.10 3.45 3.07 3.02 3.08 2.82 2.46 2.57 
 No 3.67 2.67 3.33 2.67 3.00 2.67 3.33 3.33 3.67 3.00 2.00 3.00 3.00 2.33 2.50 
 Difference -0.61 0.76 0.25 0.37 0.32 0.41 -0.02 -0.23 -0.22 0.07 1.02 0.08 -0.18 0.13 0.07 
 t-Statistic -1.77 2.24 0.37 1.08 0.54 1.19 -0.06 -0.66 -0.64 0.11 1.71 0.13 -2.02 0.36 0.13 
 
Overconfidence Bias Yes 2.96 3.29 3.51 2.79 3.08 3.08 3.29 2.90 3.40 2.77 2.20 2.81 2.67 2.14 2.33 
 No 3.33 3.42 3.44 3.17 3.36 3.31 3.28 3.19 3.46 3.11 2.91 2.89 2.94 2.63 2.72 
 Difference -0.37 -0.13 0.07 -0.38 -0.28 -0.23 0.01 -0.29 -0.05 -0.34 -0.71 -0.08 -0.28 -0.49 -0.40 
 t-Statistic -2.23 -0.94 0.48 -2.11 -1.50 -1.44 0.06 -1.74 -0.38 -1.60 -2.28 -0.40 -1.53 -2.54 -2.16 
 
Loss Aversion Bias Yes 3.33 3.67 4.00 3.67 3.00 3.67 3.00 3.00 3.67 3.67 3.00 3.33 3.67 2.67 2.67 
 No  3.09 3.30 3.42 2.92 3.22 3.02 3.17 2.99 3.39 2.95 2.86 2.91 2.83 2.39 2.46 
 Difference 0.25 0.37 0.58 0.74 -0.22 0.64 -0.17 0.01 0.28 0.72 0.14 0.42 0.84 0.28 0.21 
 t-Statistic 0.37 1.07 8.04 2.15 -0.38 1.87 -0.30 0.02 0.82 2.04 0.14 1.21 2.44 0.41 0.30 
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Table 6.1 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 
                 
Representativeness Bias Yes 3.15 3.33 3.51 2.90 3.13 3.25 3.29 3.08 3.51 2.94 2.46 2.88 2.81 2.40 2.29 
 No 3.16 3.28 3.52 3.00 3.27 3.13 3.36 3.16 3.48 2.92 2.46 2.93 2.94 2.37 2.49 
 Difference -0.01 0.04 -0.01 -0.10 -0.14 0.13 -0.08 -0.08 0.03 0.02 0.00 -0.05 -0.13 0.03 -0.21 
 t-Statistic -0.04 0.35 -0.07 -0.62 -0.85 0.94 -0.56 -0.60 0.24 0.13 0.01 -0.28 -0.93 0.17 -1.26 
 
The item numbers correspond to the respective table items: 
 
 
4
9.  Asset allocation strategy 
10.  Adequate insurance cover 
11.  Client approaching bankruptcy 
12.  Precise and detailed financial goal 
13.  Liquidity risk 
14.  Client staying at home instead of age care centres 
15.  Number of meetings with clients 
 
1. Inflation 
2. Tax 
3. Diversification 
4. Savings pattern 
5. Debt management 
6. Market risk 
7. Longevity and health risk 
8. Estate management 
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Table 6.2: Preferred Investments for Retirement Planning 
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 4 are presented in the footnote to this table. The t-test 
statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 
Self-Serving Bias Yes 16.63 25.50 61.65 14.12 
 No 20.00 20.00 71.67 5.00 
 Difference -3.37 5.50 -10.02 9.12 
 t-Statistic N/A 0.90 -1.33 N/A 
      
Overconfidence Bias Yes 19.00 27.55 61.12 15.00 
 No 16.38 25.38 59.53 9.92 
 Difference 2.62 2.17 1.59 5.08 
 t-Statistic 0.88 0.54 0.38 1.46 
      
Loss Aversion Bias Yes 20.00 15.00 70.00 20.00 
 No  17.56 26.62 62.17 12.00 
 Difference 2.44 -11.62 7.83 8.00 
 t-Statistic 0.24 -2.15 0.51 N/A 
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Table 6.2 (continued) 
Characteristics  1 2 3 4 
      
Representativeness Bias Yes 18.11 26.81 62.13 12.29 
 No 16.73 25.58 60.81 13.52 
 Difference 1.39 1.23 1.31 -1.23 
 t-Statistic 0.63 0.36 0.36 -0.34 
 
The item numbers correspond to the respective table items: 
 
 
 
1. Fixed income securities 
2. Real estate investments 
3. Investments in stocks/equities 
4. Structured products (derivatives) 
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Table 6.3: Importance of Factors when Advising a Client with a Moderate Risk Profile on Superannuation 
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 18 are presented in the footnote to this table. The 
t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics   1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 
Self-Serving Bias Yes 2.16 2.23 1.98 2.54 3.28 2.11 3.07 3.64 1.94 3.63 1.80 2.17 2.54 2.70 2.43 2.92 3.29 2.77 
 No 1.67 1.67 1.50 1.67 3.00 1.33 2.67 3.33 1.00 3.33 1.50 1.67 1.67 1.67 2.33 2.33 3.33 2.00 
 Difference 0.49 0.57 0.48 0.87 0.28 0.78 0.40 0.30 0.94 0.30 0.30 0.50 0.87 1.03 0.10 0.59 -0.05 0.77 
 t-Statistic 1.41 1.60 0.94 2.44 0.49 2.21 0.59 0.45 N/A 0.88 0.59 1.42 2.48 2.93 0.15 1.68 -0.14 1.32 
 
Overconfidence 
Bias Yes 1.78 1.84 1.33 2.20 3.06 1.78 2.92 3.58 1.30 3.38 1.12 1.82 2.10 2.34 2.10 2.63 2.96 2.54 
 No 1.86 1.86 1.44 2.22 3.22 1.78 3.06 3.64 1.28 3.69 1.00 1.78 2.28 2.69 2.64 3.03 3.50 2.86 
 Difference -0.08 -0.02 -0.11 -0.03 -0.16 0.00 -0.13 -0.06 0.02 -0.31 0.12 0.05 -0.18 -0.35 -0.54 -0.39 -0.54 -0.32 
 t-Statistic -0.30 -0.06 -0.43 -0.10 -0.91 0.00 -0.67 -0.51 0.09 -2.05 0.51 0.18 -0.65 -1.32 -2.22 -1.80 -3.23 -1.44 
 
Loss Aversion Bias Yes 2.00 2.00 2.50 2.50 4.00 2.00 3.67 4.00 2.00 4.00 1.50 2.00 2.50 3.00 3.00 3.33 4.00 3.33 
 No  2.16 2.22 1.85 2.50 3.11 2.10 3.05 3.52 1.84 3.43 1.63 2.19 2.44 2.59 2.31 2.76 3.16 2.62 
 Difference -0.16 -0.22 0.65 0.00 0.89 -0.10 0.62 0.48 0.16 0.57 -0.13 -0.19 0.06 0.41 0.69 0.58 0.84 0.71 
 t-Statistic -0.28 -0.37 1.26 0.00 10.49 -0.95 1.78 7.57 1.54 7.24 -0.24 -1.63 0.11 0.70 0.68 0.86 8.66 1.06 
                    
Representativeness 
Bias Yes 1.60 1.60 1.00 1.84 3.12 1.63 3.08 3.62 1.13 3.50 0.88 1.79 2.08 2.42 2.50 3.04 3.44 2.78 
 No 2.06 2.05 1.79 2.38 3.07 1.75 2.94 3.52 1.49 3.49 1.32 1.90 2.20 2.31 2.20 2.55 3.06 2.55 
 Difference -0.47 -0.45 -0.79 -0.54 0.04 -0.12 0.14 0.10 -0.35 0.01 -0.43 -0.11 -0.12 0.11 0.30 0.49 0.38 0.24 
 t-Statistic -2.32 -2.13 -4.29 -2.55 0.27 -0.57 0.86 0.96 -1.80 0.09 -2.50 -0.57 -0.58 0.53 1.53 2.90 2.82 1.29 
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The item numbers correspond to the respective table items: 
1. Industry funds 
2. Public sector funds          
3. Eligible rollover funds   
4. Retail superannuation funds 
5. Tax 
6. Private fund-bank/ insurance   
7. Safety and security  
8. Investment horizon 
9. MySuper product 
10. Concessional contribution cap  
11. Retirement savings account                                  
12. Corporate or employer funds 
13. Master trust superannuation funds   
14. Self-managed superannuation funds  
15. Co-contribution by the government 
16. Mandatory contributions 
17. Non-concessional contribution cap  
18. Increase in superannuation guarantee rate for average income earners 
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Table 6.4: Alternative Investment Methods over Superannuation 
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 6 are presented in the footnote to this table. The t-test 
statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 
        
Self-Serving Bias Yes 1.97 2.52 2.74 1.75 2.32 2.49 
 No 1.50 2.33 2.33 1.67 1.67 2.00 
 Difference 0.47 0.19 0.40 0.09 0.65 0.49 
 t-Statistic 0.90 0.28 1.17 0.25 1.87 4.57 
 
Overconfidence Bias Yes 1.51 2.29 2.56 1.52 2.30 2.34 
 No 1.44 2.09 2.75 1.47 1.97 2.53 
 Difference 0.07 0.20 -0.19 0.05 0.33 -0.19 
 t-Statistic 0.25 0.77 -1.15 0.23 1.53 -0.95 
        
 
Loss Aversion Bias Yes 1.50 3.50 2.50 2.00 3.00 2.00 
 No  1.95 2.29 2.56 1.81 2.23 2.38 
 Difference -0.45 1.21 -0.06 0.19 0.77 -0.38 
 t-Statistic -0.88 2.37 -0.11 N/A 0.77 -3.96 
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Table 6.4 (continued) 
Characteristics  1 2 3 4 5 6 
        
Representativeness Bias Yes 1.58 2.19 2.57 1.51 1.98 2.33 
 No 1.40 2.19 2.56 1.46 2.24 2.41 
 Difference 0.18 0.00 0.01 0.05 -0.26 -0.09 
 t-Statistic 0.79 0.01 0.06 0.28 -1.48 -0.49 
 
 
The item numbers correspond to the respective table items: 
 
 
 
1. Savings in a bank account 
2. Age pension 
3. Equity investment 
4. Long term treasury bond 
5. Investment in diversified growth mutual fund 
6. Property investment 
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Table 6.5: Relevant Sources of Information for Superannuation 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 12 are presented in the footnote to this table. The 
t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Self-Serving Bias Yes 3.07 2.82 2.45 1.67 1.46 1.69 2.45 2.47 2.45 2.98 3.07 2.06 
 No 4.00 2.50 2.00  N/A N/A 2.00 2.50 3.00 2.00 3.50 3.50 2.00 
 Difference -0.93 0.32 0.45  N/A N/A -0.31 -0.05 -0.53 0.45 -0.52 -0.43 0.06 
 t-Statistic -8.49 0.21 0.45  N/A N/A   N/A -0.10 -4.68 0.45 -1.01 -0.84    N/A 
 
Overconfidence Bias Yes 2.14 1.88 1.43 0.84 0.56 1.14 2.06 2.26 1.94 2.54 2.89 1.64 
 No 2.54 2.33 1.80 0.74 0.71 0.81 2.04 2.48 2.63 3.15 3.37 1.70 
 Difference -0.40 -0.45 -0.37 0.10 -0.15 0.33 0.02 -0.22 -0.69 -0.61 -0.48 -0.06 
 t-Statistic -1.20 -1.38 -1.21 0.44 -0.79 1.34 0.06 -0.94 -2.75 -2.10 -2.53 -0.21 
 
Loss Aversion Bias Yes 2.50 3.50 4.00 2.00  N/A 3.00 2.50 3.50 2.50 4.00 3.00 2.00 
 No  2.88 2.58 2.24 1.51 1.40 1.61 2.42 2.43 2.20 2.98 2.95 1.98 
 Difference -0.38 0.92 1.76 0.49  N/A 1.39 0.08 1.07 0.30 1.02 0.05 0.02 
 t-Statistic -0.25 1.78 14.30    N/A  N/A    N/A 0.16 2.09 0.20 8.79 0.05 0.16 
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Table 6.5 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Representativeness Bias Yes 1.96 1.70 1.38 0.60  0.47 0.68 2.06 2.38 2.16 2.91 3.09 1.34 
 No 2.35 2.14 1.59 0.92  0.67 0.97 2.17 2.42 2.20 2.68 2.92 1.72 
 Difference -0.39 -0.44 -0.21 -0.32  -0.20 -0.29 -0.11 -0.05 -0.05 0.23 0.18 -0.37 
 t-Statistic -1.38 -1.62 -0.85 -1.83  -1.32 -1.36 -0.41 -0.23 -0.20 0.90 1.01 -1.39 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
1. Research articles 
2. Web information 
3. ASX news release 
4. Social networks 
5. Advertisement through fliers 
6. Private/insider information 
7. Reuters, Bloomberg and other similar sources 
8. Books/ publications/ magazines 
9. Newsletters sent by mail/email 
10. Industry and government disclosures 
11. Seminars or workshops 
12. Word of mouth 
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Table 6.6: Justification for the Fees Charged 
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 13 are presented in the footnote to this table. The 
t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 
               
Self-Serving Bias Yes 3.16 2.22 2.56 3.62 3.27 2.32 1.93 1.86 2.27 2.30 1.90 2.20 2.19 
 No 3.00 2.33 2.00 3.33 3.00 2.33 2.50 2.67 2.33 3.00 2.67 2.00 3.00 
 Difference 0.16 -0.11 0.56 0.29 0.27 -0.02 -0.57 -0.81 -0.06 -0.70 -0.76 0.20 -0.81 
 t-Statistic 0.27 -0.12 0.56 0.42 0.27 -0.02 -0.38 -1.19 -0.07 -0.70 -0.86 0.20 -1.39 
 
Overconfidence Bias Yes 2.96 1.47 1.94 3.42 2.92 1.52 0.60 1.17 2.08 1.69 1.43 1.38 1.94 
 No 3.31 2.03 2.47 3.64 3.17 1.69 0.67 1.47 1.83 2.14 1.72 1.47 2.36 
 Difference -0.35 -0.56 -0.53 -0.22 -0.25 -0.17 -0.07 -0.30 0.24 -0.45 -0.29 -0.09 -0.42 
 t-Statistic -1.67 -1.98 -1.97 -1.43 -1.20 -0.55 -0.29 -1.11 0.95 -1.59 -1.20 -0.29 -1.65 
 
Loss Aversion Bias Yes 3.33 2.67 2.67 3.33 3.67 2.67 1.00 1.50 1.00 2.33 3.00 3.50 3.33 
 No  3.15 2.17 2.46 3.54 3.06 2.18 1.75 1.65 2.22 2.14 1.82 2.07 2.08 
 Difference 0.18 0.50 0.20 -0.21 0.60 0.49 -0.75 -0.15 -1.22 0.19 1.18 1.43 1.25 
 t-Statistic 0.27 0.74 0.30 -0.31 1.72 0.72 
   
N/A -0.30 -11.16 0.21 2.01 2.75 1.85 
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Table 6.6 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 13 
               
Representativeness Bias Yes 3.24 1.53 1.84 3.62 2.94 1.46 0.56 1.23 1.63 1.67 1.44 1.27 2.17 
 No 3.07 1.95 2.40 3.42 2.98 1.66 0.72 1.35 2.01 2.11 1.63 1.51 2.09 
 Difference 0.16 -0.42 -0.55 0.20 -0.03 -0.20 -0.16 -0.11 -0.38 -0.44 -0.18 -0.24 0.09 
 t-Statistic 0.92 -1.77 -2.35 1.52 -0.16 -0.83 -0.81 -0.55 -1.77 -1.86 -0.91 -0.98 0.41 
 
The item numbers correspond to the respective table items: 
 
  
 
 
 
1. Administration fees  
2. Issuer fees  
3. Member fees 
4. Advisory service fees 
5. Insurance fees   
6. Establishment fees  
7. Termination fees      
8. Investment switching fees 
9. Performance fees     
10. Expense recovery fees 
11. Annuity fees 
12. Low account preservation fees  
13. Buy and sell fees 
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Table 6.7: Important Disclosures for Understanding Superannuation Fund Statements 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 12 are presented in the footnote to this table. The 
t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Self-Serving Bias Yes 3.70 3.70 3.84 2.79 2.95 3.32 3.26 2.65 3.45 3.57 3.46 2.81 
 No 3.00 3.00 3.33 2.33 2.33 3.33 3.00 3.00 3.67 3.00 3.00 2.33 
 Difference 0.70 0.70 0.51 0.46 0.61 -0.01 0.26 -0.35 -0.22 0.57 0.46 0.48 
 t-Statistic 1.20 1.20 1.51 0.51 0.69 -0.01 0.45 -0.35 -0.64 0.98 0.79 0.54 
 
Overconfidence Bias Yes 3.78 3.65 3.78 2.33 2.74 3.04 3.04 2.10 3.18 3.25 3.14 2.41 
 No 3.56 3.56 3.72 2.61 2.61 3.17 3.33 2.53 3.28 3.51 3.36 2.44 
 Difference 0.23 0.09 0.06 -0.28 0.13 -0.13 -0.29 -0.43 -0.10 -0.26 -0.22 -0.03 
 t-Statistic 1.77 0.68 0.58 -1.04 0.50 -0.55 -1.45 -1.46 -0.49 -1.53 -1.15 -0.11 
 
Loss Aversion Bias Yes 4.00 3.33 4.00 3.00 3.00 4.00 3.67 2.67 3.67 4.00 4.00 3.33 
 No  3.70 3.66 3.77 2.69 2.90 3.21 3.23 2.63 3.41 3.42 3.33 2.69 
 Difference 0.30 -0.33 0.23 0.31 0.10 0.79 0.44 0.04 0.26 0.58 0.68 0.64 
 t-Statistic 4.79 -0.97 4.23 2.38 0.81 7.52 1.26 0.04 0.75 6.52 7.20 1.80 
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Table 6.7 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Representativeness Bias Yes 3.71 3.65 3.75 2.55 2.72 3.29 3.24 2.27 3.20 3.35 3.29 2.41 
 No 3.63 3.58 3.73 2.48 2.77 3.04 3.15 2.31 3.38 3.40 3.27 2.54 
 Difference 0.08 0.07 0.02 0.07 -0.05 0.26 0.09 -0.04 -0.18 -0.05 0.02 -0.13 
 t-Statistic 0.71 0.59 0.23 0.29 -0.21 1.44 0.55 -0.15 -1.08 -0.33 0.14 -0.61 
 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
1. Investment amount 
2. Return on investment 
3. Account balance 
4. Operational expenditure 
5. Other fund fees and expenditures 
6. Self-contribution 
 
7. Investment breakdown 
8. Disclosure of legal heirs 
9. Details on insurance 
10. Contribution by employer 
11. Other contributions 
12. Other benefits and administrative disclosure 
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Table 6.8: Perceptions about Insurance 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 4 are presented in the footnote to this table. The t-test 
statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 
Self-Serving Bias Yes 3.79 1.66 2.62 2.13 
 No 3.33 2.50 2.33 2.00 
 Difference 0.46 -0.84 0.28 0.13 
 t-Statistic 0.68 -0.56 0.32 0.13 
Overconfidence Bias Yes 3.77 0.68 2.02 1.34 
 No 3.87 0.87 2.30 1.63 
 Difference -0.10 -0.19 -0.28 -0.29 
 t-Statistic -0.99 -0.78 -0.83 -1.04 
Loss Aversion Bias Yes 4.00 N/A 2.33 2.00 
 No  3.72 1.66 2.49 2.04 
 Difference 0.28 N/A -0.16 -0.04 
 t-Statistic 4.19 N/A -0.18 N/A 
      
Representativeness Bias Yes 3.71 0.68 1.76 1.28 
 No 3.77 0.73 2.29 1.44 
 Difference -0.06 -0.05 -0.52 -0.16 
 t-Statistic -0.55 -0.26 -1.99 -0.72 
 
 
The item numbers correspond to the respective table items: 
 1. A hedge against risk and uncertainty 
2. A savings tool  
3. A tool to support retirement  
4. An additional expenditure 
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Table 6.9: Factors Influencing Insurance Purchase Behaviour 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 8 are presented in the footnote to this table. The t-test 
statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 
          
Self-Serving Bias Yes 3.55 3.37 1.72 2.38 3.21 2.97 3.08 2.14 
 No 3.67 3.33 2.50 3.33 2.67 2.33 3.00 1.50 
 Difference -0.11 0.04 -0.78 -0.96 0.54 0.64 0.08 0.64 
 t-Statistic -0.34 0.12 -0.52 -1.42 0.61 0.72 0.13 1.23 
 
Overconfidence Bias Yes 3.60 3.27 1.35 2.35 3.13 3.00 3.19 1.92 
 No 3.58 3.29 1.55 2.16 3.39 2.84 2.77 1.81 
 Difference 0.02 -0.02 -0.19 0.19 -0.26 0.16 0.41 0.11 
 t-Statistic 0.18 -0.11 -0.77 0.86 -1.43 0.67 2.08 0.43 
 
Loss Aversion Bias Yes 3.33 3.33 2.33 2.67 4.00 3.00 4.00 2.00 
 No  3.60 3.24 1.57 2.23 3.25 2.93 3.06 2.06 
 Difference -0.26 0.10 0.76 0.44 0.75 0.07 0.94 -0.06 
 t-Statistic -0.39 0.14 0.86 1.25 7.95 0.12 10.45 -0.10 
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Table 6.9 (continued) 
Characteristics  1 2 3 4 5 6 7 8 
          
Representativeness Bias Yes 3.65 3.23 1.29 2.15 3.21 2.83 2.83 1.92 
 No 3.49 3.25 1.45 2.37 3.19 2.78 3.11 1.74 
 Difference 0.15 -0.02 -0.16 -0.22 0.02 0.05 -0.28 0.18 
 t-Statistic 1.44 -0.12 -0.83 -1.14 0.10 0.27 -1.80 0.88 
 
The item numbers correspond to the respective table items: 
 
 
 
  
1. Premium payments 
2. Type of insurance   
3. Level of inflation         
4. Tax benefits                 
5. Uncertainty and risk     
6. Financial crisis   
7. Amount of insurance purchased  
8. Fees and commission involved   
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Table 6.10: Vital Insurance Policies 
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 7 are presented in the footnote to this table. The t-test 
statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 
         
Self-Serving Bias Yes 3.81 3.07 3.26 3.84 2.75 2.88 2.26 
 No 3.67 3.33 3.33 3.67 3.33 3.33 2.00 
 Difference 0.14 -0.26 -0.08 0.17 -0.58 -0.45 0.26 
 t-Statistic 0.41 -0.38 -0.22 0.50 -0.86 -0.67 N/A 
 
Overconfidence Bias Yes 3.83 3.00 3.15 3.81 2.57 2.65 1.69 
 No 3.74 3.10 3.30 3.71 2.65 2.84 2.00 
 Difference 0.09 -0.10 -0.15 0.10 -0.07 -0.19 -0.31 
 t-Statistic 0.82 -0.46 -0.73 0.87 -0.29 -0.76 -1.02 
 
Loss Aversion Bias Yes 4.00 3.00 3.67 4.00 2.67 2.67 3.00 
 No  3.76 3.07 3.18 3.81 2.82 2.82 2.21 
 Difference 0.24 -0.07 0.48 0.19 -0.15 -0.15 0.79 
 t-Statistic 4.68 -0.12 1.38 4.14 -0.17 -0.17 1.33 
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Table 6.10 (continued) 
Characteristics  1 2 3 4 5 6 7 
         
Representativeness Bias Yes 3.77 3.10 3.36 3.79 2.55 2.58 1.81 
 No 3.74 3.06 3.10 3.74 2.74 2.82 2.00 
 Difference 0.03 0.05 0.26 0.06 -0.18 -0.24 -0.19 
 t-Statistic 0.38 0.28 1.69 0.59 -0.87 -1.16 -0.76 
 
 
The item numbers correspond to the respective table items: 
 
 
 
1. Life insurance 
2. Trauma insurance 
3. Total permanent disability 
4. Income protection 
5. Insurance for business expenses 
6. Insurance against any critical disease 
7. Other insurance (if any) 
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Table 6.11: Recommendation to Buy Insurance Policies at Different Life Stages  
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 12 are presented in the footnote to this table. The 
t-test statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Self-Serving Bias Yes 2.64 3.02 3.52 2.91 3.57 2.80 2.89 3.55 3.54 1.56 1.49 1.91 
 No 2.33 3.00 3.33 3.33 3.67 3.00 3.00 3.67 4.00 2.50 1.00 2.00 
 Difference 0.31 0.02 0.18 -0.42 -0.10 -0.20 -0.11 -0.11 -0.46 -0.94 0.49 -0.09 
 t-Statistic 0.34 0.03 0.27 -0.63 -0.29 -0.33 -0.18 -0.34 -5.96 -0.63 N/A N/A 
 
Overconfidence Bias Yes 2.58 3.06 3.52 2.98 3.63 2.81 2.92 3.60 3.42 0.79 0.77 0.94 
 No 2.39 2.81 3.39 2.77 3.48 2.61 2.90 3.45 3.52 1.00 0.93 1.19 
 Difference 0.20 0.26 0.13 0.21 0.14 0.20 0.01 0.15 -0.10 -0.21 -0.16 -0.26 
 t-Statistic 0.72 1.16 0.75 0.90 0.92 0.81 0.06 1.06 -0.68 -0.89 -0.75 -0.94 
 
Loss Aversion Bias Yes 3.33 3.67 4.00 4.00 4.00 4.00 4.00 4.00 4.00 1.33 2.00 2.33 
 No  2.43 2.88 3.46 2.86 3.57 2.70 2.81 3.49 3.42 1.49 1.41 1.83 
 Difference 0.90 0.79 0.54 1.14 0.43 1.30 1.19 0.51 0.58 -0.15 0.59 0.50 
 t-Statistic 2.54 2.26 6.65 10.82 6.33 13.08 11.93 8.22 7.95 -0.43 5.15 0.56 
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Table 6.11 (continued) 
Characteristics  1 2 3 4 5 6 7 8 9 10 11 12 
              
Representativeness Bias Yes 2.52 2.98 3.35 3.04 3.54 2.81 2.98 3.58 3.54 0.94 0.79 0.85 
 No 2.47 2.89 3.50 2.83 3.58 2.67 2.76 3.44 3.43 0.79 0.87 1.08 
 Difference 0.05 0.09 -0.15 0.21 -0.04 0.15 0.22 0.14 0.11 0.15 -0.08 -0.23 
 t-Statistic 0.22 0.50 -0.97 1.23 -0.36 0.80 1.26 1.22 0.96 0.82 -0.47 -1.10 
 
The item numbers correspond to the respective table items: 
 
 
 
 
  
1. Young and unmarried 
2. Young, married and with no children 
3. Young, married, children and low income earner 
4. Divorced 
5. Divorced with children 
6. Middle aged and unmarried 
 
7. Middle aged, married, no children and low income 
8. Middle aged, married, children and low income 
9. Middle aged, married, and high income 
10. Retirement age and unmarried 
11. Retirement age, married, no children and low income 
12. Retirement age, married, independent children and high income 
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Table 6.12: Policies that should be Compulsory 
 
This table presents the mean proportions for subsamples of respondents based on behavioural biases. When a financial planner is prone to a bias, 
this is represented by a Yes, and otherwise by a No. There are four different biases, namely, the self-serving, overconfidence, loss aversion, and 
representativeness biases. The items corresponding to each of the item numbered from 1 to 4 are presented in the footnote to this table. The t-test 
statistics calculate if there is a statistical difference between the two samples.  
 
Characteristics  1 2 3 4 
Self-Serving Bias Yes 1.21 1.69 1.18 1.48 
 No 1.67 2.00 1.67 1.67 
 Difference -0.46 -0.31 -0.49 -0.19 
 t-Statistic -1.35 -5.33 -1.44 -0.56 
 
Overconfidence Bias Yes 1.31 1.73 1.25 1.55 
 No 1.30 1.77 1.23 1.50 
 Difference 0.01 -0.04 0.02 0.05 
 t-Statistic 0.12 -0.37 0.17 0.45 
 
Loss Aversion Bias Yes 1.33 1.67 1.00 1.33 
 No  1.32 1.73 1.27 1.56 
 Difference 0.01 -0.06 -0.27 -0.23 
 t-Statistic 0.03 -0.18 -5.06 -0.66 
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Table 6.12 (continued) 
Characteristics  1 2 3 4 
      
Representativeness Bias Yes 1.48 1.79 1.35 1.60 
 No 1.20 1.73 1.21 1.49 
 Difference 0.28 0.06 0.14 0.11 
 t-Statistic  3.24 0.79 1.72 1.27 
 
The item numbers correspond to the respective table items: 
 
 
 
 
1. Life insurance 
2. Trauma insurance 
3. Income protection insurance 
4. Total permanent disability 
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CHAPTER 7: FINANCIAL PLANNING AND THE 
GLOBAL FINANCIAL CRISIS 
 
 
7.1  Introduction 
Another innovative aspect of this thesis is that it explores how Australian financial 
planners responded to the recent global financial crisis (GFC). The literature reviewed 
in Chapter 2 portrays the GFC as a crisis that lead to a systemic spillover into the 
world economy. However, the impact of the GFC on financial planning in Australia 
has not been effectively addressed. By adopting a qualitative research method, 
financial planners were asked to answer open-ended survey questions related to the 
impact of the GFC on different aspects of Australian financial planning. Participants 
were first asked to comment on whether or not their outlook has changed towards the 
four areas of financial planning since the GFC (see Question 11) and then to discuss if 
the GFC has affected ‘baby boomers’ that are closer to retirement (Question 15). 
Sections 7.2 to 7.6 explore the impacts of the GFC on retirement planning, 
superannuation, insurance and investments, followed by the conclusion. 
 
7.2  Impact of the GFC on Retirement Planning 
The respondents, Australian financial planners, were asked whether their outlook of 
retirement planning practices has changed since the GFC. Around 23% of the 
respondents stated that their outlook in the area of retirement planning had changed. 
They take a conservative approach and tend to do retirement planning more carefully 
for their clients. They are now more focused on the investment performance of their 
clients’ portfolio. A systematic approach towards income generation, awareness of 
liquidity risk and an efficient cash flow plan is essential according to this group of 
financial planners. It can be concluded that financial planners have mainly changed 
their views of financial planning in the following ways: 
 
(1) Financial planners are more aware of liquidity risk and try to ensure systematic 
liquidity/cash reserves, particularly for their retiree clients; 
 
(2) They want their clients to be aware of two important risks, namely, longevity 
and investment risk; 
 
(3) Similar to Kendig et al. (2013), financial planners state that many of their clients 
are postponing retirement to meet retirement needs. They observe a growing 
need for retirement planning among their clients and suggest that having a 
systematic and well-planned approach to retirement planning will help to 
address issues like GFC; 
 
(4) For young people, it is important to understand that funds invested early in life 
will help to meet bigger goals in long run but, if ignored, there will not be 
enough time to do so; 
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(5) Lastly, it is important to moderate risk levels when a person approaches 
retirement and move towards defensive assets closer to retirement. 
 
Additionally, Question 15 asks respondents to state their opinion on whether the GFC 
has affected ‘baby boomers’ because they are closer to retirement. In consideration of 
the existing literature (Australian government’s Department of Health and Ageing 
2012; Kendig et al. 2013), financial planners in Australia are also of the opinion that 
the GFC has affected baby boomers. Around 89% of respondents state that baby 
boomers that are closer to retirement were affected by the GFC. It can be concluded 
that financial planners believe that the GFC has affected baby boomers in following 
ways:  
 
(1) They observe that most of their clients have either postponed or plan to postpone 
their retirement; 
 
(2) Tolerance of financial loss has decreased. The fear of loss has predominated the 
investment performance of many clients. Clients have become more concerned 
about the preservation of capital; 
 
(3) Many clients are concerned that they will outlive their retirement savings and 
there will be no way of topping up; 
 
(4) A fall in investment values has concerned baby boomers, causing a greater 
re-focus on expenditures and savings for retirement; 
 
(5) Clients experienced a significant fall in their superannuation accounts and 
investments. As a result, some of these clients have had to defer/delay their 
retirement dates. Respondents observe that many of their clients who retired 
pre-GFC had a false sense of security given the value of their retirement savings 
due to the extremely high returns witnessed in the year prior to the GFC. This 
means that many clients are not truly in a position to retire based on their 
retirement savings. 
 
7.3  Impact of the GFC on Superannuation 
The need for superannuation in Australia has increased since the GFC. Around 27% 
of respondents agreed that the GFC has affected the superannuation system in 
Australia (Please refer to Question 11 in the questionnaire). Their responses are 
synthesized below. 
 
(1) Since the GFC, this group of financial planners has observed an increase in their 
clients’ focus on income generation for retirement. They find that their clients 
have become more conservative and cautious about superannuation. Therefore, 
there is a greater focus on income generation for retirement.  
 
(2) Respondents now favour tax-effective structures of investments for their clients 
when their clients are nearing retirement.  
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(3) The GFC has created additional scepticism about how superannuation funds 
invest money. There is a general perception among financial planners that 
unnecessary legislative changes reduce clients’ confidence in the superannuation 
system. A systematic asset allocation strategy suitable to the client’s risk 
tolerance level has the potential to reduce the impact of economic downturns such 
as GFC. 
 
(4) This group of respondents view that, on one hand, they are pleased with 
government changes to the superannuation system. For instance, one of our 
survey response states that constant changes in the system ‘keeps financial 
planners in their job’. At the same time, there is a level of disappointment that the 
government constantly changes the legislation, which destroys client confidence, 
creates uncertainty due to continuous change in underlying investments and thus 
increases concern about superannuation as a ‘retirement saving vehicle’. 
 
We also asked financial planners whether the pattern of drawing on superannuation 
has changed since the GFC. (See Question 13.) Around 66% of financial planners 
agreed. They state that clients have become more conscious of the risk associated with 
low superannuation funds and are considering their super withdrawals more carefully. 
Cutting back on withdrawals from superannuation funds is becoming a popular 
method to preserve capital. In addition, people are usually more cautious about 
withdrawing from a devalued/volatile capital when the returns are negative. Modest 
withdrawals are also made to deal with longevity risk.  
 
In contrast to the above discussion, many clients perceive superannuation as unsafe. 
They do not realise that they can choose the investments in superannuation. 
Therefore, they take out superannuation in a lump-sum and put it in a bank. Clients 
feel less secure and thus withdraw more to deposit into cash. This is done to preserve 
capital through the turmoil. Also, drawing down high amounts from superannuation is 
observed by the respondents in cases when their clients’ other investments have 
performed poorly. Lastly, superannuation withdrawals are influenced by several 
demographic factors such as age, health, employment, and individual family 
circumstances. 
 
7.4  Impact of the GFC on Insurance 
Question 11 asked respondents to comment on whether the GFC had any impact on 
insurance. The survey results indicate that around 33% of respondents find there is a 
growing need to possess insurance since the GFC. It is an important but often ignored 
area of financial planning. Insurance is a critical element to be considered by clients in 
their overall financial planning strategy. Financial planners view that protection of 
income and family are more important when asset values are eroded by market 
conditions. In addition, insurance is important to protect the one thing which 
generates all of the income—the person. 
 
7.5  Impact of the GFC on Investments 
According to 17% of respondents, investment as a fourth major area of financial 
planning was affected by the GFC. Attention to risk and stricter adherence to risky 
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client profiles have become a priority. Moreover, since the GFC, a conservative 
approach has been noticed by our respondents in this area. Greater attention to debt 
and liquidity, lesser consideration of short term strategies, proper diversification, less 
aggression with gearing strategies, no margin lending, greater transparency and open 
and regular communication with clients are some of the changes observed in financial 
planning services, as noticed by our respondents.   
 
7.6  Conclusion 
This chapter investigates the impact of the GFC on the four areas of financial 
planning, namely, retirement planning, superannuation, insurance and investments. It 
can be concluded that the GFC did have an impact on these four areas. The literature 
argues that the GFC lead people to postpone retirement. Consistent with the literature, 
financial planners observe that many of their clients did postpone their retirement. A 
growing need for retirement planning is noted by financial planners among their 
clients in Australia, post GFC. Income generation, awareness of liquidity risk and an 
efficient cash flow plan are essential mechanisms for appropriate retirement planning 
according to our respondents. In the area of superannuation, respondents favour 
adopting tax-effective structures for investments when their clients get closer to 
retirement. It has been argued that a systematic asset allocation strategy suitable to the 
client’s risk tolerance level has the potential to reduce the impact of economic 
downturns such as GFC. Furthermore, a growing need for insurance is noticed by the 
respondents among their clients post GFC. Respondents define insurance as a critical 
element to be considered by their clients when designing a financial planning strategy. 
In the area of investments, respondents state that the GFC has led them to pay greater 
attention to risky client profiles, which has now become their priority. 
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CHAPTER 8: CONCLUSION 
 
8.1  Overview 
Financial planning is an important aspect of today’s complex world and it plays an 
essential role in dealing with the risk and uncertainties of life. The existing literature 
provides a clear indication that financial decisions are often influenced by the 
irrational side of our minds—there have been numerous studies conducted in the area 
of behavioural finance explaining such irrational behaviours. In a similar context, one 
section of this research contributes to the study of behavioural biases in the area of 
financial planning.  
 
We initiate our research by studying various academic publications exploring 
different types of behavioural biases, concluding that overconfidence, self-serving 
bias, loss aversion and representativeness bias are among the most popularly studied 
behavioural biases. Nevertheless, the study of these biases has neglected the financial 
planning discipline. Based on these observations, the focus of this thesis is on 
Australian financial planning as we study the impact of the above mentioned biases on 
the four important areas of financial planning, namely, retirement planning, 
superannuation, insurance and investments.   
 
In addition, we extend our research to the study of fundamental factors. Along with 
behavioural biases, this research examines how fundamental factors such as gender, 
age, income level, marital status, residency status, education and type of organisation 
affect decision making in financial planning. 
 
8.2  Thesis Summary 
This thesis focuses on the empirical assessment of the various determining factors in 
the four areas of financial planning in Australia. It includes a detailed study of the 
important factors in the three areas of financial planning, namely, retirement planning, 
superannuation and insurance. It should be noted that the fourth area of financial 
planning covered in this research is ‘investments’ but the questions about investments 
are predominantly designed to capture behavioural biases. Furthermore, this research 
studies the influence of fundamental factors and behavioural biases in the three areas 
of financial planning (retirement planning, superannuation and insurance). In 
particular, this research attempts to address the following questions: 
 
(1) What are the key determinants in the three areas of financial planning in Australia 
(retirement planning, superannuation and insurance)? 
 
(2) Do fundamental factors affect financial planning in Australia? 
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(3) Do behavioural biases like overconfidence, self-serving bias, loss aversion and 
representativeness affect financial planners’ decisions?  
 
(4) How do these biases influence decisions in financial planning practices in 
Australia? 
 
(5) Did the global financial crisis (GFC) have any impact on financial planning 
practices in Australia? 
 
This thesis includes seven chapters to address the above mentioned research questions 
and the eighth chapter is the conclusion. Chapter 1 serves as an introduction to this 
research while Chapter 2 reviews the existing literature in the three areas of financial 
planning (retirement planning, superannuation and insurance), fundamental factors, 
behavioural biases and the global financial crisis (GFC). Chapter 3 concentrates on 
the research objectives and research methodology. Following Ramiah et al. (2014, 
2015), Chapter 3 discusses the interviews, the survey questionnaire design, and the 
quantitative and qualitative methods used in this research. Additionally, for efficient 
data collection, we introduce a new aspect to Ramiah et al. (2014, 2015) and develop 
QR code readers using which allow our respondents to take the survey on their smart 
phones. This is done in an effort to increase the survey response. The remaining 
chapters (4, 5, 6 and 7) reflect the empirical observations about practices in Australian 
financial planning, fundamental analysis, behavioural analysis and the global financial 
crisis, respectively. 
 
8.3  Key Contributions to Australian Financial Planning Practices 
This research makes contributions to the following areas of financial planning in 
Australia. Generally speaking, this thesis makes a major contribution in these areas 
given that prior surveys have been carried out targeting individual investors whereas 
this project focuses on financial advisors. We document financial planners’ opinions 
on the key determinants of retirement planning, superannuation and insurance. 
  
230 
 
Areas of Financial 
Planning 
Contributions 
Retirement Planning (1) 52% of financial planners prefer that their clients start 
planning for retirement below the age of 40 years. 
 
(2) Respondents show a high level of concern for their 
clients who do not have an adequate retirement plan 
even when the clients’ portfolio performance is 
outstanding. 
 
(3) We find diversification, asset allocation strategy, 
longevity and health risk as the three most important 
factors for suitable retirement planning. Around 94.93% 
of financial planners in Australia believe that appropriate 
retirement planning requires having a proper 
diversification of funds. Similarly, 93.48% of 
respondents believe that it is essential to adopt an 
appropriate asset allocation strategy for efficient 
retirement planning and 87.14% of the respondents 
believe that longevity and health risk are important. 
 
(4) Financial planners in Australia prefer to recommend 
different type of investments in the following 
proportions: equity investments (60%), real estate 
investments (24%), fixed income securities (12%) and 
derivatives (4%) while designing retirement plans for 
their clients who have recently graduated and have just 
started their jobs. 
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Areas of Financial 
Planning 
Contributions 
Superannuation (1) Investment horizon is perceived as the most important 
factor by financial planners when advising a client on 
superannuation. 
 
(2) Concessional contribution caps as well as 
non-concessional contribution caps are perceived as 
other important factors by our respondents, implying that 
voluntary contributions are important aspects of the 
superannuation industry. 
 
(3) Financial planners mostly prefer that their clients possess 
only one superannuation fund. 
 
(4) Financial planners rate equity investments as the most 
preferred type of investment over superannuation.  
 
(5) Research articles, seminars/workshops and industry and 
government disclosures are the three most preferred 
sources of information on superannuation, according to 
financial planners in Australia. 
 
(6) Understanding financial planners’ perspectives on the 
importance of various fees and disclosures of 
information in superannuation fund statements is a 
relatively new contribution to the existing literature. In 
addition, the results of this survey have been used to 
advise the panel of the Financial Services Inquiry in 
terms of deciding which fees are justified. 
 
(7) The results indicate that ten out of thirteen fees 
considered in this research are justified. In order of 
importance, the three most important fees are advisory 
service fees, administrative fees and insurance fees. 
 
(8) Account balance is rated as a most important disclosure 
by our respondents, followed by investment amount and 
return on investment, respectively, in superannuation 
fund disclosure statements. 
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Areas of Financial 
Planning 
Contributions 
Insurance (1) Around 97.52% of our respondents view insurance as a 
hedging instrument against risk and uncertainty. 
 
(2) Around 95.87% of our respondents rate premium 
payments as a highly influential factor for insurance 
purchase decisions. 
 
(3) Insurance regulations such as the ‘lifetime community 
rating’ do not discourage other insurance purchase 
behaviours. 
 
(4) Income protection and life insurance are rated as the 
most important types of insurance policies by 
respondents.  
 
(5) The study of income protection insurance in Australian 
financial planning is a contribution of this research to the 
existing literature. 
 
(6) There is strong support for income protection insurance 
policies to be made a compulsory insurance for clients.  
 
(7) Respondents highly recommend insurance policies to 
clients who are divorced and have children. 
 
Performance of 
Financial Planning 
Firms and 
Regulatory Reforms 
in the Financial 
Planning Industry 
 
(1) Respondents observed the highest percentage increase in 
the number of clients and amount of funds under 
management by the respondents’ respective firms during 
the period 2001-2009. 
 
(2) Half of the respondents earned awards conferred by their 
respective financial planning firms. 
 
(3) Word of mouth publicity is the most popular strategy to 
attract new clients as per financial planners in Australia. 
 
(4) Around 92% of respondents believe that FOFA reforms 
will not influence the risk profile of their clients. On the 
contrary, these reforms will create awareness and foster 
financial literacy among clients.  
 
(5) Around 49% of respondents feel that the ASIC RG 234 
guideline is adequate for better client decision making 
whereas 51% of respondents do not agree with this 
statement. 
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8.4  Contributions to Fundamental Analysis of Australian Financial Planning 
 
Fundamental 
Factors 
Contributions 
Gender (1) When advising clients on retirement planning, female 
financial planners are found to be more concerned in 
situations where their client is approaching bankruptcy. 
They give preference to precise and detailed financial 
goals and are concerned about clients’ liquidity risk as 
compared to male financial planners. 
 
(2) Female financial planners are also found to place more 
importance on real estate investments as compared to male 
financial planners. Male financial planners are more 
inclined towards investments in stocks/equities when 
designing a retirement plan for their clients. 
 
(3) In superannuation, female respondents give more 
preference to non-concessional contribution caps and find 
knowing the account balance of superannuation as a very 
important disclosure in superannuation fund statements. 
 
(4) Male financial planners place more importance on 
expense recovery fees as compared to female financial 
planners. 
 
(5) In the area of insurance, female respondents give high 
priority to income protection insurance policy as 
compared to male respondents. 
 
(6) Female respondents give a high level of importance to 
recommending insurance policies to clients who are at 
retirement age, married, have independent children and 
are high income earners. 
 
Age 
 
 
 
 
 
 
 
 
 
 
 
 
(1) In the area of retirement planning, older respondents give 
more preference to clients approaching bankruptcy as 
compared to young and middle age respondents. 
 
(2) Young respondents place a high level of importance on 
savings in a bank account as a preferred alternative form 
of investment over superannuation as compared to older 
respondents. 
 
(3) Older respondents favour public sector superannuation 
funds more than middle aged respondents.  
 
(4) In superannuation, middle aged respondents are found to 
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Fundamental 
Factors 
Contributions 
 give more preference to concessional and 
non-concessional contribution caps as compared to young 
respondents. 
 
(5) Older respondents find newsletters sent by mail/email as 
relevant sources of information whereas middle age 
respondents favour seminars/workshops to receive 
valuable superannuation information as compared to 
young respondents. 
 
(6) In the case of superannuation fees, middle aged 
respondents place more importance on investment 
switching fees, expense recovery fees and annuity fees 
charged on superannuation funds as compared to young 
respondents. Older respondents pay more attention to 
administration fees as compared to middle aged 
respondents. 
 
(7) In superannuation fund disclosure statements, older 
respondents place a high level of importance on 
contributions made by employers towards superannuation 
fund as compared to young and middle aged respondents. 
 
(8) Middle aged respondents view insurance as a tool to 
support retirement. 
 
(9) Furthermore, young and middle aged respondents give 
higher preference to income protection insurance as vital 
for their clients as compared to older respondents. 
 
(10) Among middle aged and young respondents, middle aged 
respondents prefer that their clients possess insurance 
when they are middle aged, married and have a high 
income. Additionally, among middle aged and older 
respondents, middle aged clients place more importance 
on insurance for divorced clients. 
 
(11) Young respondents prefer word of mouth publicity as well 
as seminars and workshops more than middle aged 
respondents. Additionally, among the middle aged and 
older respondents, older respondents prefer seminars and 
workshops as well as published reports on their 
performance more to attract clients as compared to middle 
aged respondents. 
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Factors 
Contributions 
Income Level (1) Most of our respondents are average and high income 
earners. 
(2) Average income earners find property investments more 
beneficial as compared to high income earners. 
(3) Average income earners prefer to receive information 
related to superannuation from ASX news releases, 
advertisements through fliers and seminars/workshops, 
seeing them as more relevant as compared to high income 
earners. 
 
(4) High income earners find administration fees and advisory 
service fees to be more justifiable as compared to average 
income earners. 
 
(5) Level of inflation and fees and commission are the two 
influential factors in insurance purchase behaviour, 
according to average income earners. 
 
(6) Average income earners place more importance on media 
advertising to attract new clients. 
 
Marital Status (1) Respondents not in a relationship are found to believe that 
the pattern of savings, debt management, having precise 
and detailed financial goals for retirement and liquidity 
risk are important factors when advising their clients on 
retirement planning as compared to respondents in a 
relationship. 
 
(2) Respondents in a relationship place a high level of 
importance on structured products (derivatives). 
 
(3) In superannuation, respondents not in a relationship place 
more importance on eligible rollover funds, retail 
superannuation funds, corporate or employer funds and 
concessional contribution caps. Additionally, respondents 
not in a relationship prefer conservative investments such 
as savings in a bank account and investment in diversified 
growth mutual funds as compared to respondents in a 
relationship. 
 
(4) Respondents who are not in a relationship also place more 
importance on knowing the amount of investments in 
superannuation fund disclosure statements. 
 
(5) In the area of insurance, respondents not in relationship 
are found to be more concerned about premium payments. 
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Residency Status (1) No major statistical difference is observed in residency 
status with the exception that respondents who are born in 
Australia and are Australian citizens place more 
importance on advertisement through fliers as a relevant 
source of information for superannuation. 
 
Area of 
Education 
(1) The majority of our survey respondents are members of 
the Financial Planning Association of Australia (FPA). 
 
(2) Respondents from the area of accounting and finance give 
more preference to private fund bank/insurance for 
superannuation savings and find social media advertising 
(includes Facebook, Twitter, etc.) as efficient way to 
attract new clients. 
 
Organisation (1) In retirement planning, respondents from large and 
boutique organisations place more importance on market 
risk when planning retirement for their clients as 
compared to respondents who are self-employed.  
 
(2) Self-employed respondents give more preference to 
investments in structured products (derivatives) when 
designing a retirement plan for clients who have recently 
graduated and have just started working. 
 
(3) In the area of insurance, self-employed financial planners 
find tax benefit to be an important factor influencing 
insurance purchase behaviour. Moreover, self-employed 
respondents show more concern for clients who are 
divorced and have children as well as for clients who are 
middle aged, married, have no children and are low 
income earners. 
 
(4) Large and boutique organisations place more value on 
media advertising (television, radio, mobile device etc.) as 
an efficient strategy to attract new clients.  
 
Industry (1) Out of the fourteen options given, respondents prefer that 
clients mostly invest in four industries, namely, financial 
services, consumer goods, mining and health, 
biotechnology and well-being.  
 
(2) No significant difference is observed in respondents’ 
decision making who choose to invest in the four mostly 
preferred industries as compared to respondents who 
choose to invest in any other industry given the option. 
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8.5  Contributions to Behavioural Analysis of Australian Financial planning 
Section on ‘investments’ is designed to capture behavioural biases. In addition 
to the concept discussed by Ramiah et al. (2014, 2015) to capture behavioural 
biases, we also develop a robustness test for the behavioural biases which is a 
unique methodological contribution of this study. 
 
Behavioural 
Biases 
Contributions 
Self-Serving Bias  (1) In retirement planning, respondents with self-serving bias 
are found to assign a high level of importance to tax but 
find liquidity risk less significant as compared to 
respondents without this bias. They are also found to 
value property investments as an alternative investment 
method over superannuation. 
 
(2) Retail superannuation funds, private fund-bank or 
insurance benefits, master trust superannuation funds and 
self-managed superannuation funds are the four categories 
of funds which are given a high level of importance by 
respondents with self-serving bias. 
 
(3) Respondents with self-serving bias are observed to give 
less importance to research articles and 
book/publications/magazines as a preferred source of 
information on superannuation. 
 
(4) No statistically significant difference is noticed in the 
decision making of financial planners with and without 
this bias in the area of insurance except when asked about 
the likelihood of recommending insurance policies to their 
clients at varied life stages. Respondents with self-serving 
bias place lesser importance on their clients who are 
middle aged, married and have a high income in regards to 
possessing insurance policies. 
 
(5) Respondents with self-serving bias do not find that trauma 
insurance is an important insurance policy that should be 
made compulsory for their clients 
 
Overconfidence 
Bias 
(1) In the area of retirement planning, overconfident 
respondents are observed to place less importance on 
factors such as inflation and client savings patterns. 
 
(2) Respondents with overconfidence bias are also observed 
to be less concerned in situations such as how important is 
it to plan adequately for retirement when either their client 
is approaching bankruptcy or when a client with 
inadequate retirement income prefers to stay at home 
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instead of in age care centres. Respondents with this bias 
do not assign much importance to conducting regular 
meetings with clients in order to provide them with 
guidance for retirement planning. 
 
(3) In superannuation, overconfident respondents are found to 
place less importance on concessional and 
non-concessional contribution caps and co-contributions 
from the government. Additionally, when asked about 
relevant sources of information on superannuation, these 
respondents place lesser importance on sources such as 
newsletters sent by mail/email, industry and government 
disclosures and seminars and workshops. 
 
(4) In the area of insurance, overconfident respondents find 
the amount of insurance purchased to be a vital factor 
which can influence clients’ insurance purchase 
behaviour. 
 
Loss Aversion Bias (1) In retirement planning, it appears that respondents with 
loss aversion bias find diversification of investments, 
savings pattern, adequate insurance cover and liquidity 
risk as important factors. These respondents place lesser 
importance on real estate investments when designing a 
retirement plan for their clients. 
 
(2) In superannuation, financial planners with loss aversion 
bias place greater importance on tax, the investment 
horizon of their clients, and concessional and 
non-concessional contribution caps. This group of 
respondents prefer age pension more and property 
investment less as an alternative form of investment when 
compared to superannuation. 
 
(3) ASX news releases, books/publications/magazines and 
industry and government disclosures are the preferred 
source of information for respondents with loss aversion 
bias. 
 
(4) More importance is placed on superannuation fees, 
annuity fees and low account preservation fees than 
performance fees when respondents are prone to loss 
aversion bias. 
 
(5) Respondents with loss aversion bias have a high 
preference for disclosures such as receiving information 
on investment amounts, account balances, operational 
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expenditures, superannuation contributions made by 
employers, contributions made by the client him/herself 
and any other contribution towards the fund in the 
superannuation fund disclosure statement. 
 
(6) Respondents with loss aversion bias prefer insurance 
because they think it works as a hedge against risk and 
uncertainty. 
 
(7) Respondents with loss aversion bias have a high 
preference for two factors, namely, uncertainty and risk 
and amount of insurance purchased which, according to 
them, can influence the insurance purchase behaviour of 
their clients. 
 
(8) Respondents with loss aversion bias prefer to place more 
importance on life insurance and income protection 
insurance but when asked about their opinion on the 
insurance policies that should be made compulsory for 
clients, these respondents do not find income protection 
policy so important as to make it a compulsory policy. 
 
(9) Respondents with loss aversion bias prefer that clients 
possess insurance policies irrespective of their clients’ 
different life-stages. 
 
Representativeness 
Bias 
(1) Respondents with representativeness bias place lesser 
importance on the type of superannuation funds, namely, 
industry funds, public sector funds, eligible rollover 
funds, retail superannuation funds and retirement savings 
accounts. However, they are observed to place more 
importance on mandatory contributions and 
non-concessional contributions towards superannuation 
funds. Respondents with representativeness bias place 
lesser importance on member fees charged on 
superannuation funds. 
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8.6  Contributions to the Impact of the GFC on Australian Financial Planning 
Areas of Financial 
Planning 
Contributions 
Retirement Planning (1) Around 23% of the respondents believe that their 
outlook in the area of retirement planning has changed 
since the GFC. 
 
(2) The GFC made respondents more aware of liquidity 
risk and ensuring systematic liquidity/cash reserves, 
particularly for their retiree clients. 
 
(3) In retirement planning, respondents want their clients 
to be aware of two important risks, namely, longevity 
and investment risk. 
 
(4) The respondents observe a growing need for retirement 
planning among their clients and suggest that clients 
have a systematic and well-planned approach towards 
retirement planning to address issues like GFC.  
 
(5) For retirement planning, it is important to moderate risk 
levels and contribute towards defensive assets when a 
person is nearing retirement. 
 
(6) Around 89% of respondents state that baby boomers 
that are closer to retirement were affected by the GFC. 
They state that most of their clients have either 
postponed or plan to postpone their retirement. The 
GFC has reduced the tolerance of financial loss and 
clients are more concerned about the preservation of 
capital. 
 
(7) Clients are concerned that they will outlive their 
retirement savings. 
 
Superannuation (1) Respondents find their clients have experienced a 
significant fall in their superannuation accounts and 
investments. As a result, some of these clients have had 
to delay their retirement. 
 
(2) In the area of superannuation, respondents find their 
clients are more conservative as well as cautious 
towards their superannuation savings. 
 
(3) Respondents now prefer tax-effective structures of 
investments for their clients when their clients are 
nearing retirement.  
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(4) There is a general perception among financial planners 
that unnecessary legislative changes reduce clients’ 
confidence in the superannuation system. A systematic 
asset allocation strategy suitable to the client’s risk 
tolerance level can reduce the impact of GFC. This 
group of respondents are of the view that, on one hand, 
they are pleased with government changes to the 
superannuation system. At the same time, they are 
disappointed that constant changes in legislation 
destroy clients’ confidence and create uncertainty due 
to continuous changes in underlying investments, 
resulting in great concern about  superannuation as a 
‘retirement saving vehicle’. 
 
(5) Around 66% of financial planners agree that the pattern 
of drawing on superannuation has changed since the 
GFC. Respondents state that clients have become more 
conscious of the risk associated with low 
superannuation funds, are cautious about 
superannuation withdrawals and are also at times 
decreasing the amount of withdrawals from 
superannuation funds. 
 
(6) Respondents find that many of their clients perceive 
superannuation as unsafe. Therefore they take out 
superannuation in a lump-sum and put it in a bank to 
preserve capital through the turmoil. Superannuation 
withdrawals can also be influenced by fundamental 
factors such as age, health, employment and individual 
family circumstances. 
 
Insurance (1) There is a growing need for insurance since the GFC. 
Around 33% of respondents find it important for their 
clients to consider insurance as an essential element 
when planning finances.  
 
Investments (1) Around 17% of respondents believe that investments as 
an important area in Australian financial planning were 
affected by the GFC. Attention to risk, stricter 
adherence to risky client profiles and a conservative 
approach have been noticed by our respondents. 
 
(2) Since the GFC, in the area of investments, attention to 
debt and liquidity, less consideration to short term 
strategies, proper diversification, lesser aggression with 
gearing strategies, no margin lending, greater 
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transparency and open and regular communication with 
clients are some of the changes observed by our 
respondents in the financial planning industry in 
Australia.  
 
8.7  Robustness Test 
The empirical results discussed in the above sections and previous chapters are based 
on the assumption that all of the factors are independent of each other. Thus, we also 
use an ordinal regression model in order to test a joint impact of all the factors 
discussed so far. However, it is difficult to assess a joint impact of all of the variables 
for 162 respondents. Therefore, we report the results for a few selected variables 
namely, (1) fundamental factors which include gender, age, income level and marital 
status, (2) industry, which includes financial services, mining and consumer goods 
and (3) behavioural biases which include all of the four biases, namely, 
overconfidence, self-serving bias, loss aversion bias and representativeness bias. The 
results are shown in the appendix which reports the coefficients as well as Z-statistics 
for the predictor variables. The coefficients in this ordinal regression model indicate 
how much the probabilities change based on the values of the predictor variables. The 
Z-statistics show the significance of these values. The results of the robustness test 
indicate that all of the predictor variables are important and that there is only a slight 
violation in the importance of predictor variable discussed in Chapters 5 and 6. The 
major conclusion that can be drawn from this robustness test is that it supports most 
of the results discussed in earlier chapters.  
 
8.8  Limitations of the Study and Directions for Future Research 
This research contributes to many new aspects of financial planning. The study of 
behavioural biases in the area of financial planning is a unique contribution to the 
existing research. However, this study is restricted to the Australian context and 
further research is required in different parts of the world to test if similar conclusions 
can be drawn to establish a strong backbone to this research work. Moreover, we only 
explore four areas of financial planning and future research can be done in other areas 
of financial planning (for example, estate management). Similarly, to broaden the 
horizon of this research work, more biases and fundamental characteristics can be 
added in future research. The inter-relationship of fundamental factors and 
behavioural biases could be studied. Furthermore, an intensive study to document the 
main determinants of biases can be considered. Also, developing a systematic 
approach to correct the biases could be another interesting area for research. In 
addition, other quantitative techniques (such as modelling frameworks) can be 
developed to test the validity of the results presented in this research work.  
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APPENDIX 
Tables 1 to 10 show the robustness test (ordinal regression model) for the joint impact of factors affecting financial planning in Australia. The 
coefficients and Z-statistics for the probit ordinal regressions are reported. The independent variables include behavioural factors 
(overconfidence bias, self-serving bias, representativeness and loss aversion bias) that measure whether the participant exhibits any behavioural 
biases; fundamental characteristics (gender, age, income level and marital status) and industry variables, namely, financial services, mining and 
consumer goods.  Here ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. 
 
 
Table A1: Important Factors in Retirement Planning 
 
 1 2 3 4 5 6 7 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender -0.04 -0.21 0.03 0.13 0.19 0.83 0.46 2.13** 0.36 1.66* 0.18 0.81 0.24 1.07 
Age 0.13 1.86* 0.10 1.42 0.11 1.47 0.11 1.65* 0.19 2.72*** 0.18 2.62*** 0.14 1.91* 
Income level 0.28 2.14** 0.16 1.19 0.34 2.41** 0.17 1.31 0.10 0.74 0.19 1.42 0.21 1.52 
Marital status 0.54 3.93*** 0.47 3.26*** 0.25 1.77* 0.31 2.34** 0.27 1.97** 0.37 2.77*** 0.42 2.84*** 
Financial services 0.12 0.48 0.53 2.01** 0.33 1.19 0.34 1.34 0.74 2.85*** 0.32 1.23 0.59 2.19** 
Mining 0.23 0.94 0.27 1.06 -0.39 -1.44 0.07 0.30 -0.25 -0.98 -0.17 -0.69 -0.15 -0.60 
Consumer goods 0.09 0.36 -0.20 -0.78 0.38 1.44 -0.08 -0.32 0.00 0.01 0.21 0.85 0.17 0.67 
Overconfidence -0.11 -0.54 0.11 0.55 0.10 0.47 -0.04 -0.18 -0.03 -0.14 0.04 0.20 0.14 0.68 
Self-serving -0.03 -0.16 0.61 3.03*** 0.64 3.04*** 0.36 1.87* 0.31 1.57 0.00 0.00 0.12 0.60 
Representativeness 0.18 0.88 0.07 0.36 0.12 0.54 0.04 0.23 0.09 0.42 0.27 1.37 -0.01 -0.05 
Loss aversion 0.37 0.52 0.76 1.03 8.29 0.00 1.19 1.61 -0.29 -0.45 0.76 1.00 -0.50 -0.78 
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Table 1 (continued) 
 8 9 10 11 12 13 14 15 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.25 1.15 0.36 1.57 0.40 1.85* 0.53 2.43** 0.42 1.93* 0.65 2.99*** 0.51 2.42** 0.06 0.28 
Age 0.19 2.68*** 0.15 1.96** 0.12 1.76* 0.20 2.88*** 0.15 2.19** 0.16 2.30** 0.23 3.34*** 0.19 2.81*** 
Income level 0.15 1.11 0.17 1.21 0.06 0.46 0.29 2.24** 0.09 0.70 0.22 1.66* 0.00 0.03 0.20 1.55 
Marital status 0.39 2.93*** 0.44 2.95*** 0.36 2.71*** 0.13 1.02 0.28 2.11** 0.21 1.62 0.29 2.23** 0.40 3.11*** 
Financial services 0.51 1.95* 0.31 1.12 0.18 0.72 0.27 1.06 0.33 1.28 0.21 0.84 0.57 2.24** 0.35 1.38 
Mining -0.22 -0.89 -0.29 -1.11 0.13 0.55 0.27 1.13 -0.01 -0.05 0.14 0.57 -0.25 -1.07 0.11 0.49 
Consumer goods 0.13 0.52 0.44 1.63 0.04 0.15 -0.04 -0.17 -0.14 -0.57 -0.08 -0.32 0.18 0.75 0.04 0.18 
Overconfidence -0.22 -1.12 0.06 0.29 0.00 -0.01 0.10 0.53 0.04 0.19 -0.10 -0.52 -0.11 -0.55 0.00 0.02 
Self-serving 0.21 1.09 0.16 0.76 0.49 2.54** 0.21 1.09 0.56 2.89*** 0.08 0.44 0.14 0.74 0.41 2.12** 
Representativeness 0.04 0.22 0.12 0.55 0.17 0.86 0.18 0.92 0.19 0.97 0.13 0.68 0.17 0.86 -0.07 -0.35 
Loss aversion -0.16 -0.24 0.26 0.35 1.09 1.48 -0.11 -0.18 0.71 1.08 1.45 1.87* 0.37 0.58 0.32 0.49 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
   
 
 
 
 
 
 
11. Client approaching bankruptcy 
12. Precise and detailed financial goal 
13. Liquidity risk 
14. Client staying at home instead of age care centres 
15. Number of meetings with clients 
 
 
1. Inflation 
2. Tax 
3. Diversification 
4. Savings pattern 
5. Debt management 
6. Market risk 
7. Longevity and health risk 
8. Estate management 
9. Asset allocation strategy 
10. Adequate insurance cover 
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Table A2: Importance of Factors when Advising a Client with a Moderate Risk Profile on Superannuation 
 
 1 2 3 4 5 6 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficien
t 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
effici
ent 
z-Stats 
Gender 0.10 0.49 0.01 0.05 -0.12 -0.58 -0.33 -1.52 0.26 1.16 -0.08 -0.36 
Age 0.19 2.78*** 0.18 2.72*** 0.17 2.54** 0.17 2.57** 0.14 2.00** 0.16 2.41** 
Income level 0.09 0.76 0.12 0.95 -0.01 -0.05 0.13 1.00 0.17 1.32 0.25 1.98* 
Marital status 0.35 2.77*** 0.36 2.84*** 0.41 3.26*** 0.52 3.99*** 0.29 2.19** 0.16 1.30 
Financial services 0.87 3.47*** 0.63 2.53** 0.66 2.63*** 0.60 2.37** 0.29 1.09 0.61 2.43** 
Mining -0.04 -0.16 -0.01 -0.06 -0.14 -0.60 -0.38 -1.63 0.00 0.02 0.20 0.89 
Consumer goods -0.34 -1.46 -0.22 -0.94 0.14 0.61 0.03 0.14 0.06 0.23 -0.18 -0.77 
Overconfidence 0.23 1.19 0.25 1.31 0.06 0.30 0.18 0.95 0.11 0.53 0.51 2.64*** 
Self-serving 0.07 0.38 0.29 1.58 0.41 2.19** 0.63 3.35*** 0.65  3.26*** 0.07 0.35 
Representativeness -0.05 -0.25 -0.03 -0.18 -0.38 -2.00** -0.21 -1.11 0.25 1.22 0.16 0.87 
Loss aversion 0.18 0.29 0.22 0.36 0.24 0.38 -0.54 -0.85    8.70 0.00 0.23 0.37 
 7 8 9 10 11 12 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.01 0.04 -0.02 -0.10 -0.08 -0.36 0.18 0.74 0.14 0.65 0.20 0.94 
Age 0.13 1.91* 0.14 1.85* 0.20 2.96*** 0.32 4.17*** 0.15 2.29** 0.23 3.34*** 
Income level 0.21 1.60 0.15 1.00 -0.01 -0.06 0.00 -0.02 -0.09 -0.68 -0.12 -0.98 
Marital status 0.40 3.02*** 0.37 2.63*** 0.47 3.69*** 0.44 2.85*** 0.39 3.04*** 0.40 3.17*** 
Financial services 0.19 0.73 0.45 1.56 0.93 3.67*** 0.06 0.20 1.00 3.94*** 0.70 2.78*** 
Mining 0.32 1.33 -0.38 -1.34 0.01 0.06 -0.20 -0.72 0.11 0.48 -0.17 -0.75 
Consumer goods -0.18 -0.74 0.23 0.83 -0.36 -1.51 0.47 1.69 -0.13 -0.57 -0.17 -0.71 
Overconfidence 0.18 0.89 0.22 0.99 0.16 0.81 0.00 0.00 0.29 1.52 0.22 1.16 
Self-serving 0.54 2.78*** 0.76 3.53*** 0.20 1.05 0.78 3.57*** 0.41 2.18** 0.29 1.57 
Representativeness 0.47 2.38** 0.45 2.00** 0.02 0.11 0.23 1.06 -0.21 -1.08 0.21 1.10 
Loss aversion 1.28 1.72* 8.00 0.00 0.11 0.17 7.61 0.00 -0.02 -0.04 0.27 0.43 
258 
 
Table 2 (continued) 
 13 14 15 16 17 18 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender -0.34 -1.56 -0.18 -0.85 0.13 0.61 0.30 1.37 0.40 1.73 0.41 1.90* 
Age 0.21 3.06*** 0.21 3.14*** 0.13 1.86* 0.20 2.91*** 0.24 3.26*** 0.20 2.90*** 
Income level 0.02 0.20 0.03 0.21 0.14 1.08 0.04 0.32 -0.11 -0.82 0.19 1.45 
Marital status 0.51 3.96*** 0.32 2.54** 0.34 2.67*** 0.33 2.49** 0.36 2.61*** 0.25 1.98* 
Financial services 0.80 3.16*** 0.56 2.25** 0.28 1.11 0.19 0.74 0.12 0.46 0.43 1.72* 
Mining -0.35 -1.50 -0.29 -1.26 0.16 0.72 0.09 0.37 0.07 0.29 -0.27 -1.15 
Consumer goods 0.11 0.47 0.27 1.13 0.12 0.50 0.08 0.34 0.22 0.87 0.07 0.31 
Overconfidence 0.06 0.29 0.10 0.54 -0.06 -0.31 0.06 0.30 -0.20 -0.98 0.09 0.48 
Self-serving 0.41 2.19** 0.60 3.19*** 0.42 2.24** 0.51 2.66*** 0.65 3.20*** 0.29 1.53 
Representativeness 0.18 0.95 0.35 1.85* 0.46 2.41** 0.69 3.48*** 0.73 3.44*** 0.47 2.40** 
Loss aversion -0.31 -0.51 0.62 0.98 0.92 1.35 1.03 1.44 8.64 0.00 1.00 1.44 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1. Industry funds 
2. Public sector funds          
3. Eligible rollover funds   
4. Retail superannuation funds 
5. Tax 
6. Private fund-bank insurance   
7. Safety and security 
8. Investment horizon 
9. MySuper product 
10. Concessional contribution cap 
11. Retirement savings account  
12. Corporate or employer funds 
 
13. Master trust superannuation funds   
14. Self-managed superannuation funds 
15. Co-contribution by the government 
16. Mandatory contributions 
17. Non-concessional contribution cap 
18. Increase in superannuation guarantee rate for 
average income earners 
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Table A3: Alternative Investment Methods over Superannuation 
 
 1 2 3 4 5 6 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.06 0.27 -0.20 -0.92 -0.51 -2.28** -0.15 -0.70 -0.30 -1.39 -0.40 -1.82* 
Age 0.11 1.60 0.09 1.35 0.17 2.40** 0.21 3.07*** 0.21 3.13*** 0.09 1.31 
Income level 0.18 1.48 0.07 0.52 0.17 1.35 0.19 1.46 0.24 1.90* 0.23 1.77* 
Marital status 0.20 1.62 0.35 2.76*** 0.52 3.97*** 0.33 2.57** 0.40 3.11*** 0.62 4.69*** 
Financial services 0.69 2.77*** 0.66 2.66*** 0.51 1.97** 0.79 3.09*** 0.48 1.88* 0.77 3.00*** 
Mining 0.06 0.27 0.13 0.56 0.06 0.24 -0.19 -0.81 -0.25 -1.08 0.11 0.46 
Consumer goods -0.44 -1.89* -0.11 -0.45 0.09 0.38 -0.01 -0.04 0.18 0.77 -0.16 -0.68 
Overconfidence 0.39 2.05** 0.36 1.87* 0.12 0.62 0.38 1.96** 0.47 2.43** 0.10 0.51 
Self-serving 0.29 1.59 0.34 1.83* 0.65 3.33*** -0.07 -0.36 0.19 1.01 0.43 2.24** 
Representativeness 0.36 1.92* 0.08 0.41 0.09 0.45 0.16 0.83 -0.13 -0.67 0.00 -0.01 
Loss aversion -0.03 -0.05 0.53 0.83 -0.53 -0.85 -0.70 -1.13 0.14 0.22 -0.72 -1.17 
 
The item numbers correspond to the respective table items: 
 
  1. 1. Savings in a bank account 
2. 2. Age pension 
3. 3. Equity investment 
4. 4. Long term treasury bond 
5. 5. Investment in diversified growth mutual fund 
6. 6. Property investment 
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  Table A4: Relevant Sources of Information for Superannuation 
 1 2 3 4 5 6 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.12 0.54 -0.07 -0.31 0.35 1.63 -0.06 -0.26 -0.07 -0.32 0.06 0.26 
Age 0.28 4.03*** 0.25 3.74*** 0.26 3.76*** 0.22 3.19*** 0.21 2.94*** 0.24 3.30*** 
Income level 0.10 0.77 0.24 1.92* 0.17 1.34 -0.05 -0.42 0.20 1.53 0.04 0.31 
Marital status 
0.29 2.23** 0.28 2.19** 0.31 2.40** 0.45 3.44*** 0.50 3.76*** 0.38 2.79*** 
Financial services 0.20 0.77 0.50 1.99** 0.53 2.13** 0.80 3.11*** 0.46 1.77* 0.27 1.03 
Mining 0.01 0.05 -0.36 -1.55 -0.37 -1.59 -0.21 -0.89 -0.10 -0.43 -0.39 -1.63 
Consumer goods -0.14 -0.60 0.01 0.03 -0.06 -0.25 -0.24 -0.98 -0.35 -1.41 -0.11 -0.44 
Overconfidence 0.24 1.21 0.31 1.58 0.28 1.44 0.38 1.92* 0.12 0.60 0.43 2.15** 
Self-serving 0.53 2.77*** 0.50 2.67*** 0.43 2.26** 0.46 2.40** 0.66 3.33*** 0.48 2.43** 
Representativeness 0.12 0.62 -0.18 -0.95 0.15 0.78 -0.08 -0.43 0.07 0.34 -0.26 -1.30 
Loss aversion 0.19 0.30 0.15 0.24 1.45 2.11** 0.15 0.23 -0.25 -0.38 0.59 0.89 
 
 7 8 9 10 11 12 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.33 1.45 0.05 0.23 0.12 0.52 0.43 1.88* 0.19 0.80 0.20 0.89 
Age 0.24 3.29*** 0.28 3.82*** 0.32 4.28*** 0.24 3.16*** 0.33 4.35*** 0.21 2.94*** 
Income level 0.10 0.76 -0.06 -0.46 -0.04 -0.33 0.12 0.88 -0.02 -0.18 0.06 0.48 
Marital status 0.09 0.65 0.23 1.66* 0.18 1.30 0.18 1.34 0.24 1.74* 0.11 0.83 
Financial services 0.68 2.59*** 0.41 1.55 0.47 1.81* 0.31 1.18 0.28 1.05 0.46 1.78* 
Mining -0.25 -1.06 -0.28 -1.17 -0.28 -1.18 -0.30 -1.24 -0.32 -1.34 -0.12 -0.49 
Consumer goods -0.33 -1.35 -0.27 -1.07 -0.23 -0.95 -0.15 -0.60 -0.11 -0.44 -0.28 -1.15 
Overconfidence 0.20 1.02 0.03 0.17 -0.04 -0.21 0.08 0.41 0.09 0.44 0.29 1.46 
Self-serving 0.32 1.64* 0.42 2.13** 0.44 2.25** 0.37 1.87* 0.49 2.48** 0.46 2.38** 
Representativeness 0.04 0.18 0.07 0.35 0.03 0.17 0.19 0.92 0.07 0.36 -0.13 -0.66 
Loss aversion 0.22 0.34 0.98 1.50 0.44 0.68 1.01 1.43 0.22 0.33 0.28 0.44 
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The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
 
 
 
Table A5: Justification for the Fees Charged 
 
 1 2 3 4 5 6 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.17 0.77 0.15 0.71 0.04 0.17 -0.06 -0.24 0.12 0.53 -0.04 -0.18 
Age 0.26 3.62*** 0.16 2.37** 0.21 3.18*** 0.27 3.46*** 0.18 2.64*** 0.21 3.09*** 
Income level -0.05 -0.38 0.04 0.36 0.01 0.05 -0.18 -1.16 -0.13 -0.96 0.03 0.20 
Marital status 0.11 0.84 0.43 3.38*** 0.19 1.54 0.25 1.76 0.28 2.14** 0.34 2.71*** 
Financial services 0.37 1.47 0.75 3.04*** 0.75 3.00*** 0.33 1.21 0.36 1.41 0.42 1.71* 
Mining 0.02 0.08 -0.07 -0.33 -0.05 -0.23 0.11 0.40 0.20 0.84 -0.15 -0.66 
Consumer goods 0.12 0.51 -0.21 -0.92 -0.11 -0.46 0.17 0.64 0.03 0.14 -0.13 -0.54 
Overconfidence 0.19 0.95 -0.03 -0.16 0.07 0.35 0.23 1.02 0.11 0.53 0.20 1.05 
Self-serving 0.35 1.79* 0.23 1.26 0.44 2.38** 0.79 3.66*** 0.93 4.67*** 0.62 3.31*** 
Representativeness 0.46 2.27** -0.03 -0.14 -0.08 -0.44 0.58 2.55** 0.32 1.60 0.19 0.99 
Loss aversion 0.48 0.66 0.91 1.41 0.51 0.81 0.08 0.11 1.09 1.49 1.08 1.70* 
 
  
1. Research articles 
2. Web information 
3. ASX news release 
4. Social networks 
5. Advertisement through fliers 
6. Private/insider information 
7. Reuters, Bloomberg and other similar sources 
8. Books/ publications/ magazines 
9. Newsletters sent by mail/email 
10. Industry and government disclosures 
11. Seminars or workshops 
12. Word of mouth 
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Table 5 (continued) 
 7 8 9 10 11 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.15 0.71 -0.07 -0.31 0.09 0.44 0.20 0.95 -0.04 -0.21 
Age 0.23 3.38*** 0.35 5.11*** 0.22 3.31*** 0.27 3.96*** 0.13 1.98** 
Income level 0.20 1.55 -0.01 -0.05 0.11 0.89 0.12 0.91 0.15 1.20 
Marital status 0.30 2.41** 0.36 2.82*** 0.44 3.41*** 0.10 0.76 0.41 3.20*** 
Financial services 0.61 2.44** 0.72 2.91*** 0.57 2.28** 0.93 3.66*** 0.38 1.56 
Mining -0.18 -0.81 -0.03 -0.15 -0.38 -1.65* -0.41 -1.79* 0.18 0.79 
Consumer goods -0.28 -1.20 -0.12 -0.53 -0.15 -0.62 -0.45 -1.91* -0.21 -0.90 
Overconfidence 0.19 1.00 0.08 0.44 0.05 0.26 0.36 1.85* 0.04 0.19 
Self-serving 0.11 0.61 0.14 0.74 0.38 2.02** 0.19 1.03 0.19 1.00 
Representativeness 0.23 1.21 0.01 0.07 0.18 0.94 0.23 1.23 0.38 2.02** 
Loss aversion -0.06 -0.09 0.34 0.54 1.62 2.50** 0.82 1.30 1.52 2.10** 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
 
  
1. Administration fees  
2. Issuer fees  
3. Member fees 
4. Advisory service fees 
5. Insurance fees   
6. Establishment fees  
7. Investment switching fees 
      
8. Expense recovery fees 
9. Annuity fees 
10. Low account preservation fees  
11. Buy and sell fees 
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 Table A6: Disclosures for Understanding Superannuation Fund Statements 
 
 1 2 3 4 5 6 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.36 1.40 0.22 0.89 0.42 1.55 0.15 0.69 0.29 1.31 0.11 0.46 
Age 0.22 2.70*** 0.18 2.38** 0.22 2.58*** 0.23 3.38*** 0.16 2.37** 0.26 3.56*** 
Income level 0.18 1.17 0.13 0.92 0.25 1.60 0.03 0.25 0.08 0.63 0.02 0.14 
Marital status 0.26 1.63 0.34 2.21** 0.33 1.95* 0.27 2.07** 0.19 1.43 0.22 1.63 
Financial services 0.21 0.71 0.38 1.29 0.14 0.45 0.32 1.25 0.22 0.87 0.24 0.91 
Mining -0.24 -0.79 0.11 0.38 -0.19 -0.58 0.11 0.46 0.06 0.25 -0.16 -0.62 
Consumer goods 0.19 0.63 -0.26 -0.90 0.22 0.69 0.11 0.47 0.07 0.30 0.38 1.50 
Overconfidence 0.68 2.77*** 0.40 1.71* 0.44 1.74* 0.13 0.68 0.25 1.28 0.12 0.58 
Self-serving 0.55 2.46** 0.67 3.07*** 0.80 3.37*** 0.59 3.10*** 0.65 3.39*** 0.69 3.43*** 
Representativeness 0.43 1.79* 0.44 1.96** 0.26 1.09 0.30 1.54 0.16 0.85 0.51 2.41** 
Loss aversion 7.65 0.00 -0.22 -0.33 7.84 0.00 0.30 0.50 0.23 0.38 7.49 0.00 
 
 7 8 9 10 11 12 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender -0.05 -0.21 0.32 1.51 0.16 0.71 0.00 -0.01 -0.02 -0.09 0.07 0.32 
Age 0.29 4.06*** 0.23 3.34*** 0.27 3.74*** 0.31 4.14*** 0.31 4.12*** 0.26 3.80*** 
Income level 0.14 1.08 0.12 0.96 -0.04 -0.32 -0.07 -0.53 -0.11 -0.80 0.10 0.79 
Marital status 0.29 2.14** 0.21 1.59 0.30 2.19** 0.21 1.54 0.28 2.06** 0.25 1.98** 
Financial services 0.27 1.01 0.23 0.94 0.24 0.88 0.32 1.17 0.27 1.01 0.18 0.71 
Mining 0.17 0.70 0.05 0.22 0.00 0.01 -0.10 -0.39 -0.23 -0.86 -0.08 -0.35 
Consumer goods 0.00 -0.01 -0.06 -0.25 0.08 0.30 0.08 0.32 0.24 0.93 0.12 0.49 
Overconfidence 0.16 0.76 0.07 0.36 -0.02 -0.12 0.11 0.54 0.01 0.04 0.17 0.86 
Self-serving 0.59 2.97*** 0.35 1.88* 0.56 2.74*** 0.90 4.31*** 0.92 4.41*** 0.55 2.93*** 
Representativeness 0.27 1.35 0.34 1.76* 0.17 0.84 0.34 1.60 0.39 1.84* 0.12 0.63 
Loss aversion 0.77 1.04 0.50 0.79 0.72 0.95 7.98 0.00 8.00 0.00 0.82 1.27 
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The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
Table A7: Perception about Insurance 
 
 1 2 3 4 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender -0.03 -0.12 0.21 0.88 0.04 0.17 0.06 0.27 
Age 0.14 1.70* 0.10 1.29 0.26 3.78*** 0.19 2.81*** 
Income level 0.17 1.14 -0.11 -0.76 0.19 1.49 0.30 2.34** 
Marital status 0.26 1.77* 0.15 1.03 0.09 0.70 0.03 0.26 
Financial services 0.18 0.60 0.18 0.61 0.32 1.29 0.43 1.73* 
Mining -0.02 -0.07 -0.25 -0.92 -0.20 -0.88 -0.02 -0.08 
Consumer goods 0.34 1.16 0.26 0.96 0.19 0.82 0.19 0.81 
Overconfidence 0.44 1.88* 0.09 0.43 0.39 2.01** 0.33 1.71* 
Self-serving 0.33 1.47 0.35 1.58 0.13 0.69 0.25 1.37 
Representativeness 0.22 0.96 0.08 0.35 0.02 0.11 0.17 0.88 
Loss aversion 7.66 0.00 -7.46 0.00 0.37 0.59 -0.35 -0.58 
 
The item numbers correspond to the respective table items: 
 
 
 
 
1. Investment amount 
2. Return on investment 
3. Account balance 
4. Operational expenditure 
5. Other fund fees and expenditure 
6. Self-contribution 
7. Investment breakdown 
8. Disclosure of legal heirs 
9. Details on insurance 
10. Contribution by employer 
11. Other contributions 
12. Other benefits and administrative disclosure 
  
 
1. A hedge against risk and uncertainty. 
2. A savings tool.  
3. A tool to support retirement 
4. An additional expenditure. 
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Table A8: Factors Influencing Insurance Purchase Behaviour 
 
 1 2 3 4 5 6 7 8 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.07 0.32 0.13 0.59 -0.01 -0.07 0.04 0.19 0.11 0.51 -0.07 -0.31 0.26 1.21 0.29 
0.09 
0.33 
0.14 
-0.01 
0.48 
-0.32 
0.54 
0.19 
0.40 
0.58 
1.37 
Age 0.17 2.33** 0.12 1.66* 0.17 2.59*** 0.22 3.23*** 0.18 2.56** 0.23 3.38*** 0.14 1.91* 1.37 
Income level 0.10 0.72 0.34 2.55** 0.21 1.67* 0.12 0.92 0.32 2.36** 0.05 0.41 0.21 1.60 2.62*** 
Marital status 0.18 1.25 -0.02 -0.17 0.22 1.74* 0.15 1.15 0.08 0.63 0.24 1.85 0.21 1.58 1.14 
Financial services 0.14 0.51 0.14 0.53 0.18 0.74 0.33 1.30 0.14 0.53 0.14 0.54 0.13 0.51 -0.02 
Mining -0.12 -0.48 -0.09 -0.36 -0.21 -0.90 -0.27 -1.16 -0.14 -0.59 0.03 0.13 -0.13 -0.53 2.07** 
Consumer goods 0.36 1.36 0.35 1.41 0.38 1.62 0.08 0.34 0.36 1.46 0.03 0.12 0.22 0.90 -1.37 
Overconfidence 0.52 2.40** 0.47 2.32** 0.27 1.42 0.44 2.29** 0.25 1.24 0.59 2.99*** 0.59 2.93*** 2.80*** 
Self-serving 0.15 0.73 0.41 2.09** 0.15 0.83 0.07 0.40 0.14 0.71 0.34 1.78* 0.23 1.19 1.00 
Representativeness 0.55 2.57** 0.30 1.48 0.11 0.58 0.19 0.99 0.37 1.82* 0.32 1.62 -0.01 -0.04 2.13** 
Loss aversion 0.13 0.18 0.55 0.76 0.96 1.51 0.47 0.76 8.31 0.00 0.44 0.69 8.38 0.00 0.94 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
 
 
 
 
 
1. Premium payments 
2. Type of insurance  
3. Level of inflation         
4. Tax benefits  
5. Uncertainty and risk     
6. Financial crisis   
7. Amount of insurance purchased  
8. Fees and commission involved   
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Table A9: Vital Insurance Policies 
 
 1 2 3 4 5 6 7 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender 0.04 0.15 0.14 0.63 0.09 0.42 0.21 0.85 0.22 1.05 0.27 1.24 0.29 1.32 
Age 0.14 1.70* 0.15 2.10** 0.18 2.56** 0.07 0.82 0.13 1.89* 0.16 2.26** 0.05 0.65 
Income level 0.10 0.64 0.12 0.93 0.19 1.45 0.16 1.07 0.20 1.56 0.08 0.63 0.19 1.41 
Marital status 0.31 2.04** 0.16 1.19 0.14 1.04 0.13 0.89 0.15 1.16 0.12 0.95 0.18 1.38 
Financial services 0.28 0.95 0.14 0.53 0.37 1.40 0.40 1.35 0.55 2.14** 0.28 1.12 0.37 1.44 
Mining -0.02 -0.07 0.01 0.05 -0.22 -0.91 0.10 0.33 -0.26 -1.12 -0.19 -0.81 0.22 0.93 
Consumer goods -0.04 -0.14 0.02 0.06 0.08 0.32 -0.18 -0.62 0.05 0.22 0.06 0.23 -0.40 -1.63 
Overconfidence 0.69 2.85*** 0.30 1.52 0.38 1.87* 0.64 2.61*** 0.23 1.20 0.24 1.21 0.33 1.67* 
Self-serving 0.33 1.46 0.16 0.83 0.19 0.96 0.35 1.55 0.08 0.43 0.30 1.59 -0.11 -0.55 
Representativeness 0.52 2.19** 0.42 2.15** 0.44 2.16** 0.51 2.13** 0.21 1.08 0.23 1.17 0.21 1.09 
Loss aversion 7.73 0.00 0.25 0.40 0.84 1.14 7.93 0.00 0.31 0.49 0.36 0.58 1.55 2.39** 
 
The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
 
 
 
 
    
1. Life Insurance 
2. Trauma insurance 
3. Total permanent disability 
4. Income protection 
5. Insurance for business expenses 
6. Insurance against any critical disease 
7. Other insurance (if any) 
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Table A10: Recommendation to Buy Insurance Policies at Different Life Stages 
 1 2 3 4 5 6 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender -0.03 -0.16 0.02 0.10 0.04 0.18 0.08 0.37 0.09 0.41 0.12 0.56 
Age 0.06 0.89 0.08 1.16 0.11 1.49 0.09 1.31 0.11 1.42 0.06 0.87 
Income level 0.28 2.20** 0.24 1.85* 0.25 1.83* 0.11 0.87 0.18 1.27 0.13 1.02 
Marital status 0.37 2.81*** 0.25 1.94* 0.20 1.45 0.30 2.31** 0.29 2.04** 0.33 2.53** 
Financial services 0.04 0.16 0.09 0.37 0.17 0.62 -0.09 -0.35 0.13 0.45 -0.09 -0.36 
Mining 0.01 0.03 0.10 0.40 -0.12 -0.48 0.31 1.29 0.06 0.21 0.18 0.77 
Consumer goods 0.18 0.77 0.13 0.53 0.30 1.18 -0.05 -0.19 0.19 0.71 0.06 0.24 
Overconfidence 0.36 1.86* 0.57 2.86*** 0.47 2.18** 0.38 1.92* 0.49 2.26** 0.40 2.06** 
Self-serving 0.27 1.42 0.23 1.21 0.26 1.26 0.23 1.20 0.22 1.04 0.33 1.73 
Representativeness 0.29 1.49 0.35 1.77* 0.15 0.71 0.42 2.15** 0.25 1.17 0.42 2.15** 
Loss aversion 0.97 1.48 1.32 1.75* 7.49 0.00 8.86 0.00 7.10 0.00 9.00 0.00 
 
 7 8 9 10 11 12 
Factors 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Co- 
efficient 
z-Stats 
Gender -0.09 -0.39 0.00 -0.01 0.07 0.33 0.06 0.26 -0.16 -0.74 0.03 0.14 
Age 0.12 1.70* 0.08 1.07 0.14 1.89* 0.16 2.33** 0.20 2.99*** 0.23 3.42*** 
Income level 0.27 2.05** 0.16 1.11 0.15 1.08 0.10 0.80 0.15 1.15 0.07 0.52 
Marital status 0.29 2.22** 0.27 1.94* 0.23 1.68* 0.24 1.89* 0.21 1.67* 0.11 0.90 
Financial services -0.02 -0.08 -0.12 -0.43 -0.12 -0.43 -0.08 -0.31 -0.07 -0.29 0.23 0.91 
Mining -0.16 -0.65 0.08 0.31 0.08 0.31 0.15 0.65 0.19 0.83 0.05 0.20 
Consumer goods 0.40 1.64* 0.38 1.48 0.31 1.21 0.05 0.22 0.20 0.85 0.07 0.32 
Overconfidence 0.34 1.70* 0.53 2.45** 0.23 1.10 0.26 1.34 0.28 1.43 0.33 1.70* 
Self-serving 0.14 0.74 0.41 1.97** 0.43 2.10** 0.11 0.59 0.27 1.45 0.16 0.85 
Representativeness 0.42 2.10** 0.47 2.20** 0.43 2.05** 0.44 2.30** 0.23 1.19 0.19 1.00 
Loss aversion 8.89 0.00 7.97 0.00 7.39 0.00 0.80 1.31 1.28 2.08** 1.27 2.01** 
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The item numbers correspond to the respective table items: 
 
 
 
 
 
 
 
1. Young and unmarried 
2. Young, married and with no children 
3. Young, married, children and low income earner 
4. Divorced 
5. Divorced with children 
6. Middle aged and unmarried 
7. Middle aged, married, no children and low income 
8. Middle aged, married, children and low income 
9. Middle aged, married, and high income 
10. Retirement age and unmarried 
11. Retirement age, married, no children and low income 
12. Retirement age, married, independent children and high 
income 
